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HE roar of resentment which 

greeted the recent publication of 

income tax returns for 1923 did 

not surprise those who followed 
the history of the unfortunate bit 
of legislation last Spring when for the first 
time in American history public property was 
made of private income figures. President 
Coolidge made a courageous stand against 
this national folly but to no avail and the law 
remains part of the statutes. Under this 
law, the income tax payments of each individ- 
ual, together with his name, is made public 
once a year under direction of the Secretary 
of the Treasury. Each Collector of Internal 
Revenue must post these income tax lists in 
a conspicuous place so that all who run may 
read. 

Business men hold the opinion that the 
publicity given these returns will have a 
harmful effect on credit rates and will other- 
wise prove a detriment to business. It is 
clear that the publication of income figures 
must lead to abuses. Aside, ‘however, from 
the purely business effects, it must be con- 
sidered that the law as it now stands marks 
a departure from the traditional American 
viewpoint which holds individual rights in- 
violate. Certainly what the citizen earns is 
nobody’s business but his own and the Gov- 
ernment’s, and as long as he honestly de- 
clares his tax there can be no good reason to 
place him at the mercy of the curiosity of his 
neighbors. As the law now stands, it obvi- 
ously leads to a system of petty espionage 
on a national scale. This is un-American. 
The law should be repealed at the earliest 
opportunity as it can serve no possible good 
but lead to a great deal of annoyance to the 
rank and file of taxpayers. 














The purpose of the law was to prevent 
hiding of income by big taxpayers, but it is 
doubtful that the measure can be productive 
of much good in this respect considering that 
the Income Tax law as it stands already pro- 
vides so many ways for tax-deduction that 
it is hardly probable that much is being con- 
cealed without sanction of the law. We refer 
to the constitutionality of tax-exemption, 
which has unquestionably provided the great- 
est refuge for those of large incomes who 
are thus protected from heavy tax-payments. 
As a matter of fact, the entire Tax law as it 
stands is monstrous from an economic view- 
point, but it is probably too much to hope 
that it can be revised on a scientific basis. 
This is the penalty for placing the power of 


economic reform in the hands of politicians. 
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RECENT editorial 
in the unknown 
Daily Advertiser of 
Tiffin, Ohio, in commenting on the straw 
vote of THE MAGAZINE OF WALL STREET 
offers the following brilliant contribution to 
current thought: “THE MAGAZINE OF WALL 
STREET has taken a straw vote and ascer- 
tained how the international bankers, bond 
speculators and stock manipulators stand. 
The crooked canyon of concrete where Big 
Business dwells is a Coolidge stronghold.” 
This statement is on a par of ignorance with 
the idea entertained by a number of English- 
men that Indians still roam the wilds of New 
Jersey and that scalping is the order of the 
day in any United States town that you care 
to name. To classify the honest, industrious 
and forward looking men and women 
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who read this publication as international 
bankers, bond speculators and stock manipu- 
lators is enough to make one laugh aloud. 
Any one who has ever taken the slightest 
trouble to find out knows that our readers 
are largely the plain men and women of 
America. They are simply folks of average 
means, whose natural desire it is to safe- 
guard their earnings. As to the rest, they 
are simply progressive business people who 
take an intelligent interest in financial mat- 
ters. Our straw vote consequently may be 
accepted as an index of the attitude of aver- 
age Americans, not “bond speculators or 
stock manipulators.” 
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FEDERAL E believe the Presi- 
RESERVE dent made a tactical 
POLITICS blunder when in 


his recent speech he inti- 
mated that the Administration’s policy 
would be toward influencing the Federal Re- 
serve to lower its discount rates. What he 
had in mind, of course, was to answer the 
charge of farmers that the Federal Reserve 
in its 1920 policy of deflation brought about 
their ruin. He makes the point that this 
deflation policy was inaugurated in a Demo- 
cratic Administration and that the present 
Republican administration should not be held 
accountable for the mistake of its predeces- 
sor. He promises that the Federal Reserve 
will not commit the same blunder again. 
This will create a false impression in the 
land. It is not a good thing for the Federal 
Reserve to be under political influence, no 
matter which party is in power. As a mat- 
ter of fact, the deflation policy of the Federal 
Reserve was put into effect at the demand of 
the leading business men, Republicans and 
. Democrats alike, who foresaw the dargerous 
results that would arise were the tremendous 
inflation of t?.at period to continue. 
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EUROPE’S HE more optimistic in- 
RECOVERY dividuals of the com- 
munity already seem 
to have reached the happy conclusion that all 
is now well with Europe because the Dawes 
Plan has been put into operation. This is 
far from the truth. The Dawes Plan is 
merely a palliative, a compromise measure 
and did not finally solve the question of Ger- 
man reparations or in fact the confused eco- 
nomic situation which still prevails over large 
parts of Europe. The Dawes Plan merely 
averted an immediate dsintegration of Eu- 
rope, economically speaking. Whether this 
will prevent final chaos is still to be seen. 


COMMODITY ITH the exception of 
OUTLOOK the grains, there 

are no visible signs 
of inflation among the leading commodities. 
In fact, the trend is merely firm with no in- 
dications of an important move at this time. 
Business is dull, awaiting the outcome of the 
elections. Many important transactions are 
being postponed. Demand is just about fair 
and supplies are large enough for immediate 
consumption. Those who believe that infla- 
tion is on the way, point to our huge gold re- 
serves. We have had these reserves for sev- 
eral years without any appreciable degree of 
inflation. There is no reason to believe that 
their continued existence will lead to any 
greater inflation in the future than we have 
had in the past. 


at XK 


THE S this is written (No- 
MARKET vember Ist) the mar- 
PROSPECT ket is going through 


a pre-election bulge based 
on short covering and window dressing. If 
the election of Mr. Coolidge and a Republican 
majority in Congress be realized, there will 
probably follow a further brief period of en- 
thusiastic strength and activity. 

Such an outcome should immediately be 
welcomed as affording an opportunity for 
realizing. Large interests, having distrib- 
uted the bulk of their holdings, will un- 
doubtedly complete the process on any 
further strength. 

We have had three years of rising prices. 
The market is at a high level. In our opinion 
the business outlook is not as promising as 
the market would seem to indicate. 

Accordingly, we advise our subscribers to 
close out all their common stock holdings, in- 
cluding those held for investment; also the 
bulk of their speculative real estate. The re- 
sulting cash should be invested in high grade 
short term bonds or notes of one or two year 
maturity. Of course, many stocks of invest- 
ment caliber are sound, but we believe they 
can be acquired at more attractive prices 
later on. Investors who hold cash or highest 
grade short term issues should be in an ex- 
cellent position to acquire bargains when 
bargain time comes around again. 

Monday, November 3, 1924. 





ALL BUYING RECOM. 
MENDATIONS IN THIS 
ISSUE ARE HEREBY CAN. 
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pean loans to the American 
launching ways?” 

I asked that question of George M. 
Reynolds, Chairman of the Boards of 
the West’s greatest banking unit, the 
Continental and Commercial National 
and Trust and Savings Banks, of Chi- 
cago, as a starter in the interview he 
gave me for THE MAGAZINE OF WALL 
STREET readers. 

“T’ll tell you what I think about it,” 
said the great banker with characteris- 
tic energy, “but first I want a preface. 
And that is to explain that in the past 
I have been resolutely set against lib- 
erality of loans to Europe and have 
been suspicious of most all of them. 
In that I have differed radically from 
the international bankers. The prin- 
cipal reason was that I considered the 
extension of credit to Europe preca- 
rious and far from helpful to it as 
long as that continent was politically 
unstable. By political instability I 
meant the lack of confidence between 
nations. So long as England and 
France could not agree and were mu- 
tually distrustful, so long as Germany 
dreamed of revenge and France bore 
arms for security’s sake and perhaps 
for the sake of ancient grudges, I con- 
sidered a European loan a poor thing. 
It was a poor thing for us because of 
its hazard, and a poor thing for the 
Europeans because the proceeds were 
likely to be dissipated unproductively. 

“I was most determined in my belief 
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An Exclusive and 
Timely Interview 


By~ Thendae M. Knappen 


that it was not wise for us to do much 
for the people of Europe until they 
had put their house in order and were 
ready to help themselves. I wanted 
them to stop talking about cancelling 
their debts to us in the same breath 
that they were asking for more loans. 
Expressions such as I heard in France 
that they had no intention of paying 
their public debt to the United States 
did not prepare my mind for the fa- 
vorable consideration of further loans. 
We bankers keep lists of borrowers 
who turn out to have no moral quality. 
It looked to me as if Europe was act- 
ing in such a manner as to be entitled 
to entry on such lists. 


Changing the European Scene 


“But the adoption of the Dawes plan 
has largely changed the European 
scene. It introduced the beginnings 
of the restoration of international con- 
fidence and political stability. It 








Mr. Reynolds, Chairman of the 
Continental and Commercial Na- 
tional, Trust and Savings Banks 
of Chicago, is one of the most 
vigorous-minded and direct-think- 
ing bankers in America today. 








opened the way to a new post-war pe- 
riod of sanity in finance and a revived 
respect for the obligations of debt. It 
tended to face Europe forward and 
shut the door on the past with its bit- 
ter and destructive memories. In a 
word, it made possible if not probable 
a new order. It is no cure-all, but it 
is a vehicle of getting together. Its 
very adoption is a symbol of co-opera- 
tion, of a renewal of international con- 
fidence. When confidence is shattered 
its restoration takes time as well as 
good works. Time is passing and the 
good works are accumulating. 

“With the acceptance of the plan, 
Europe shows a willingness to go for- 
ward and do constructive things. Eu- 
rope thereby helps herself, and at such 
a conjunction of events we can well 
extend help. This is not philanthropy 
but good business. I would do much 
for the sake of humanity, but a banker 
must remember that humanity is not 
always liquid collateral. We could 
very easily indulge our love of hu- 
manity at the expense of our patrons 
and their money. 

“The fact that the recent German 
loan sold so well in the United States 
shows that American financial inter- 
ests are only too willing to extend 
assistance to Europe when they can 
do it on .a sound business basis. We 
have now a flood of applications from 
Europe for loans, and the flood will 
soon be a raging torrent, I suspect. 
Unless we exercise care we shall make 
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SHOULD WE LOAN MORE TO EUROPE? 


“In the past, | have been resolutely set against liberality of loans to 
Europe and have been suspicious of most all of them. The principal 
reason was that I considered the extension of credit to Europe pre- 
carious and far from helpful to it as long as that continent was politi- 


cally unstable. 


“But the adoption of the Dawes Plan has largely changed the Eu- 
ropean scene. It introduced the beginnings of the restoration of 
international confidence and political stability. ... With the accep- 
tance of the plan, Europe shows a willingness to go forward and do 


constructive things. 


“EUROPE THEREBY HELPS HERSELF, AND AT SUCH 
A CONJUNCTION OF EVENTS, WE CAN WELL EXTEND 


HELP.” 








serious mistakes in dealing with these 
applications. We must always remem- 
ber that there will not be final sta- 
bility in Europe until the treaty of 
Versailles is somewhat rewritten. I 
think every thoughtful man will agree 
_ that the political boundaries laid down 
by the Treaty of Versailles are not 
and could not have been final, either 
in relation to racial boundaries or to 
economic systems. Europe must neces- 
sarily be unstable as long as there is 
a widespread feeling that the Treaty 
of Versailles did not speak the last 
word of desirable political and eco- 
nomic equilibrium. 


Precautions We Must Take 


“In passing on these European loans 
we must remember that international 
banking is a new business for most of 
us. The safest sort of loans for us 
to put our money into are the public 
loans. A governmental body can make 
any number of mistakes and still be 
good for its borrowings, but an indus- 
trial enterprise depends upon its man- 
agement, and it is not always easy for 
us to know the quality of management 
or check its operations across the At- 
lantic. And yet it is the private loans 
that are apt to be the most helpful to 
the revival of industry and commerce. 
Loans to governments may be for su- 
perfluous activities or may be merely 
refundings and not at all contributory 
to production and reconstruction.” 

“How can the investor in these mis- 
cellaneous securities be protected?” I 
inquired. —_ 
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“The problem of the risk in private 
loans made at this long range is being 
met in a degree by the German banks, 
which are acting as agents and spon- 
sors for proposed loans to their clients. 
These banks do not guarantee the 
loans but they do authentically supply 
the indispensable facts and a certain 
moral support that is highly impor- 
tant. Perhaps an even better approach 
for the American investor is through 
banks in nearby countries outside of 
Germany that are acting in a similar 
representative and coordinating man- 
ner for German applicants for loans 
from America. Most American banks 
have to act on the say-so of some 
American house which undertakes to 
be sponsor in turn for the foreign 
bank. 


An Effect of Low Money 


“One condition that greatly favors 
these foreign loans at this time is the 
abundance of money anf the low in- 
terest rates here. When call money is 
down to 2 per cent money lending is 
a losing business. Still, it is strange 
business, this foreign lending, to most 
of us, and it will take time to make 
us familiar with and accustomed to it. 
It is just as well, 
for our unfamiliarity 
will impose a degree 
of desirable retard- 
ing friction. 














“We must beware of going danger- 
ously fast in these foreign loans. I 
think we should be particularly care- 
ful until the international government 


loans are adjusted. Credit to Europe 
should not be indiscriminate until 
there are signs of an inclination, at 
least, to pay what they already owe. 
It is not so much a question of whether 
Germany will ever be able to pay the 
132,000,000,000 marks of the repara- 
tions, or whether France can pay En- 
gland or us in full. It is a matter of 
principle and intention. Let them 
acknowledge the obligation and make 
a start. This is no time for cancel- 
lation talk. 

“You might think, to hear some in- 
ternational sentimentalists talk, that 
we hadn’t done a thing to help Europe 
come back. As a matter of fact, since 
the war we have exported two times 
as much capital as we have put into 
new enterprises and extensions of old 
ones in this country. The world now 
owes us publicly and privately at 
least $20,000,000,000. It looks to me as 
if we had been pretty liberal lenders, 
and I think after all that we have 
taken in a lot of humanity as collat- 
eral. 


Where Our First Duty Lies 


“At the same time we must not over- 
look the home land. Let us give a 
little thought to our own agricultural 
problem. The farmers are 40 per cent 
of the American market, and they have 
been sorely distressed for several 
years. They are the backbone of that 
richest region of the world, the mighty 
empire that lies between the Alleghe- 
nies and the Rockies. I am for help- 
ing Europe, but I am also for helping 
the source of the wealth that puts us in 
a position to lend a hand to Europe. 
Perhaps I confess to excessive provin- 
ciality when I say it, but I am first 
for my home region, and afterwards 
for the world beyond the republic’s 
frontiers. The 
most helpful 


attitude for the 
world as well 
as for America 


“Broadly speaking, we are in a very fit condition to help Europe still more. ... At the same time, we 
farmers are 40% of the American market and they have been sorely distressed for several years. 1 am 
THE MAGAZINE OF WALL STREET 
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that any American can take is to be 
big enough to see America and its 
problems as a whole and to cease to 
think in local terms. In no other coun- 
try in the world are the interests of 
regions and classes so interwoven as 
here. We are truly a commonwealth. 
No class or group can stand by itself. 
We are profoundly interdependent. 
Nothing can stop our march to pros- 
perity, and yet more prosperity if we 
will but feel and accept our mutual 
bonds.” 

“Ts there not, in fact, a positive dan- 
ger to this country in the further 
expansion of our foreign credit?” I 
asked the banker, after he had further 
developed his thought of the interde- 
pendence of American economic groups, 
which he did speaking with the ut- 
most fervor. 

“IT know what you mean,” was the 
quick answer. “You mean to ask, how 
can we be repaid acceptably. Well, I 
am not going to be oracular. I don’t 
know. We must leave that to Provi- 
dence. Sooner or later in goods or ser- 
vices we must be paid if paid at all. 
But how it can be brought about in 
a manner agreeable to us, apparently 
desiring neither goods nor services and 
with huge potential surpluses, if not 
actual, of goods and materials which 
we aim to sell without trade exchange 
of products, I don’t know. These 
great problems of economics that seem 
so baffling to us have a way of work- 
ing themselves out quite satisfactorily. 
Certainly, I would not advise against 
helpful loans to Europe because of the 
trade problems that will eventuate or 
the indeterminateness of the process 
of the settlement at maturity. I am 
content to leave those matters to the 


future.” 
Converting Loans Into Investments 


“Would it not be wise to convert 
American loans abroad into permanent 
investments in the industries of the 

debtor countries, and thus reduce 
the balances that must 

be paid to us in 

gold, goods 

or services?” 
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MR. REYNOLDS’ VIEW OF THE OUTLOOK 


“I look to see a marked accession of prosperity after election. 1 admit 


that our financial position is one that tends to breed recklessness, with 


its abundance of money and its enormous stores of gold. However, I 


have confidence that the Federal Reserve Banks will protect the banks 


from the temptation to overdo what may come later. 


“1 DO NOT FEAR INFLATION.” 


“Nevertheless ...1 say it is our duty to find a helpful way to 


export gold. ...If we go on accumulating gold, we will soon be the 


only gold standard nation in the world. Then, in the vernacular, ‘where 


will we get off?’ If we want other nations to stay on or return to the 


gold standard, we've got to provide the gold...” 





“No, not at this time. Perhaps later 
when Europe is fully stabilized. Just 
now we would be wise to hold notes 
and security, to be creditors rather 
than partners.” 

“You spoke, Mr. Reynolds, of the 
large amounts of cheap money in this 
country. Does that not hold promise 
of a great revival of industrial and 
commercial activity, and also of infla- 
tion?” 

“I look to see a marked accession 
of prosperity after election. I admit 
that our financial position is one that 
tends to breed recklessness—with its 
abundance of money and its enormous 
stores of gold. However, I have con- 
fidence that the Federal Reserve Banks 
will protect the banks from the temp- 
tation to overdo that may come later. 
I do not fear inflation.” 

“Is there not a chance that the new 
loans we are making abroad will lead 
to the exportation of some of our sur- 
plus gold?” 

“The balance of trade continues so 
hugely in our favor that I do not be- 
lieve that these loans will lead to any 
important net exports of gold, espe- 
cially as a large part of them will sim- 
ply take the form of credit lodged here 
against purchases of raw materials, 

foodstuffs, machinery 
and the thousand 
and one specialties 
that the world can’t 
get along without. 


must not overlook the home-land. Let us give a little thought to our own agricultural problems. 


“Some of my banker friends think 
I am crazy for holding that our enor- 
mous gold holdings are a menace. 
Nevertheless, I stick to that view, and 
I say that it is our duty to find a help- 
ful way to export gold.” 


The Effect of Too Much Gold 


“If we go on accumulating gold, we 
will soon be the only gold standard na- 
tion in the world. Then what will it 
profit us, or in the vernacular, where 
will we get off? If we are the only 
gold standard nation, the value of gold 
will sink to the point indicated by the 
demand for it in the arts, fine and in- 
dustrial; say twenty cents on the dol- 
lar of the money value. The dollar 
will be blown up by its backing. If 
we want other nations to stay on or 
return to the gold standard we've got 
to provide the gold, because it is no- 
where else than in our coffers. 

“I don’t undertake to tell you off- 
hand just how we may shift some of 
our surplus gold to cther countries, but 
I am confident that we shall do it one 
of these days for the very excellent 
reason that we must do it in self- 
defense. 

“Altogether, you can put me down 
as an optimist on the general outlook 
both for us and the world. Not that 
I expect to see all our problems solved 
out of hand or that I think Europe 
is going to revive with a rush. But I 
believe our own prosperity is assured 
and that Europe will steadily revive if 

it continues on the course 
now taken.” 
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for helping Europe, but I am also for helping the source of wealth that enables us to help Europe!” 
11 
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Gold Bricks in the Stock Market 


It’s Hard to Get Something for Nothing— 
What a Large Yield on a Stock Indicates 


By E. D. KING 


lesss than $10 a share. 
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HE hope of get- 
T ting something ; 
for nothing 
springs eternal in the : 
human breast. Pur- . 
veyors of gold bricks, [ft 
in one form or an- ' I 
other, know that they ; 
need never be con- | 
cerned about making /[f 
a living, so long as the 
supply of human gul- 
libility remains on the 
present large scale. 
What it is that 
makes people try to 
get something for 
nothing is a matter 
for the psychologist 
to determine but its 
practical aspects in 
regard to investments 
may properly be dis- 
cussed here. Certain- 
ly there is plenty of 
room for discussion on 
the investment field, 
where the peculiar 
penchant of inexpe- 
rienced investors. to- 
ward heading for 














safety in stocks is 7 or 8%. 
increases above this point, the risk is 


REMEMBER THIS, MR. INVESTOR! 
Never buy a stock just because it offers a 
high yield; generally, stocks on which the 
yield is large have something the matter 
with them. 


I Whenever you intend to buy a stock which 

yields 9, 10, 11% or more, find out whether : 
the company can reasonably be expected 
to continue such a dividend; frequently 
dividends are cut or passed on stocks 
which yield a great deal. 


I The most you can get with reasonable 
As the yield 


increased. 


Here was a chance to 
buy a stock with a yield 
of 12%%. But a little 
later, the company cut 
the dividend to $4. 
The stock is now sell- 
ing at slightly over 50. 

During the first six 
months of the year, it 
was possible to buy 
American Woolen, a 
$7 dividend stock, at a 
' price of under 70, with 
a yield of over 10%. 
They passed the divi- 
dend a few weeks ago 
and the stock is now 
quoted at around 50. 
H These are merely a 
: few examples. We 
could add to them the 
twenty-five or thirty 
other important stocks 
whose dividends were 
cut or passed during 
the past year. Prac- 
tically all of them 
could have been had 
at prices to yield 10% 
or over just prior to 


i - ss. =e ees 


——-— see = ae = ee 


——— -So= = =e: 























-2 eee See Sees 


, SSeS SSS CS ee se 


- saaee © seeee Seems 


- aoe oom ee 





the time when the divi- 





financial disaster in 





any of the thousand 

ways open to him, springs entirely 
from his native desire of achieving 
riches without much effort. 

One of the quickest ways of hitting 
the financial rocks is to buy securities 
that offer a large return, without giv- 
ing thought to the conditions by which 
it was produced. Though even inves- 
tors with the merest superficial under- 
standing of market conditions know 
that the higher the percentage of in- 
come on a stock or bond the greater 
the risk, it is really remarkable that 
so many security buyers are tempted 
into the market in behest to the lure 
of a ten or fifteen per cent return on 
their money. There is really no differ- 
ence between this attitude and trying 
to get something for nothing. 

If the investor who finds difficulty 
in resisting the surface attraction of a 
stock which yields an unduly large per 
cent would only stop to consider that 
Wall Street is not in the habit of allow- 
ing real bargains to be kicking around 
except under the most unusual cir- 
cumstances, his enthusiasm for what 
amounts to matching his judgment 
against more experienced financial 
brains might be cooled off sufficiently 
to give him time to get his bearings 
and avoid what might be a disastrous 
loss. 

Let us examine some concrete in- 
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stances of the danger of buying stocks 
which offer a large return without 
fully having examined their position. 
In the early part of last July, for ex- 
ample, Bethlehem Steel common was 
available at a price of around $50 a 
share. The stock was on a $5 annual 
dividend basis with an apparent yield 


of 10%. This is obviously an attrac- 
tive yield. But if you bought Beth- 


lehem Steel stock because of its high 
return and depended on it, you would 
have been tremendously disappointed 
because on July 25 the company passed 
the dividend. 

Chandler Motor stock was another 
issue that attracted many ambitious 
but inexperienced investors. That issue 
could have been had last year at prices 
to yield from 10 to 14%. At 14%, you 
had what looked on surface to be a 
great market opportunity. The stock 
was then paying dividends of $6 a 
year. Unfortunately, the directors met 
several months ago and cut the divi- 
dend in two. The stock now pays $3 
a share on an annual basis and you 
can buy it at $30 a share where it 
yields 10%. But you need not rush to 
buy it even at these figures. There 
are other “bargains” of a similar type. 

Early this year you could have 
bought Stewart Warner, then selling 
around 80 and paying dividends of no 


dend was cut or passed. 
It must be obvious then that a consid- 
erable amount of hazard attaches it- 
self to the purchase of securities which 
yield particularly large returns. 
During average periods in the secu- 
rity market, it will be noticed that: 


High-grade bonds yield ....4%-54%% 
Middle-grade bonds yield...... 512-7% 
Speculative bonds yield...7% and over 





High-grade pfds. yield.......... 5-6 % 
Middle-grade pfds. yield ........ 6-8% 
Speculative pfds. yield...8% and over 





High-grade common stocks yield.5-7% 

Middle-grade com. stocks yield. 7-8%% 

Speculative common stocks 
re 8%% and over 


If the investor will bear in mind the 
above table as a rough, working guide 
in his investments and apply it to his 
own security purchases, he will have 
a guiding principle of great practical 
value which should prevent him from 
making disastrous market commit- 
ments. Make the fullest investigation 
before buying any security, particu- 
larly if its yields much in excess of the 
average group to which it belongs. 

The purpose of this article, it should 
be clearly understood, is not to con- 
demn all high-yielding stocks as such. 
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Nor does the writer care to suggest 
that the purchase of such securities 
must necessarily result in loss. There 
have been scores of examples in the 
markets of the past few years where 
most satisfactory market results could 
have been secured from the purchase 
of stocks yielding 9 and 10%. This 
was particularly true in the bear mar- 
ket of 1921 when most stocks sold at 
low prices, due to general conditions, 
and where the return on the invest- 
ment consequently was high. For ex- 
ample, Studebaker in 1921 which was 
paying dividends on an annual basis 
of $7 per share could have been bought 
at 50 or under with a yield of 14% and 
over. Despite the fact that this very 
high yield apparently indicated dan- 
ger so far as the dividend was con- 
cerned, the company kept right on pay- 
ing the $7 a share and later when 
general conditions improved it paid a 
stock dividend of 35% and on top of 
that raised the cash dividend to $10 
per share. Obviously, the buyer of 
Studebaker common in 1921 had a real 
bargain. So that it is not necessarily 
true that a stock which yields an un- 
duly large amount must be a danger- 
ous speculation. 

Nevertheless, the point may fairly 
be made that the mere existence of a 
high yield on a stock justifies the most 
painstaking investigation before the 
purchase is made. Some stocks which 
syield large returns may do so because 
of special reasons which in no way 
weaken the positicn of the dividend. 











Other stocks with a high yield may be 
in an extremely vulnerable position, as 
in the case of the few stocks mentioned 
above. The investor must ascertain 
which situation applies to the stock 
under consideration. 


Generally speaking, there are three 
main reasons why stocks yield large 
returns: 

(1) The existence of factors which 
forecast the passing or reduction of 
the dividend. 


(2) A bear market, in which most 
stock prices are low and yields conse- 
quently high. 

(3) Poor market support, particu- 
larly in the case of unseasoned issues. 


Analyzing the Three Reasons 


The mere fact that a stock offers a 
yield of 9, 10 or 11% or more should 
cause the intending buyer to “stop, 
look and listen.” Frequently, it is an 
indication that the dividend is in doubt. 
The best test is to compare the record 
of earnings with dividends over a re- 
cent period of years. In the case of 
Chandler Motors, as pointed out many 
times in this Magazine, there was a 
reasonable doubt as to the mainte- 
nance of the dividend on a $6 annual 
basis. The mere fact that for over a 
year, the stock was available on a 10% 
yield and more would have indicated 
danger to the trained observer. Such 
an opinion, furthermore, would have 
been substantiated by examination of 





the earnings and dividend record of 


the company. Thus: 

Earned 

per share Paid 
Se eer $0.15 $6 
ittvchéesteseves 6.09 6 
Peas cuétkecaene 7.34 6 


This showed clearly that the margin 
of safety over dividend requirements 
was extremely small. Furthermore, 
with the exception of 1921, which was 
generally a poor year for the automo- 
bile industry, the record showed that 
the company was unable to make head- 
way though other motor manufactur- 
ers, such as Studebaker, Nash and 
General Motors, enjoyed prosperous 
times. Such evidence was so strong 
that the careful investor would have 
decided that the stock was not satis- 
factory from the viewpoint of dividend 
safety and would have refrained from 
making the commitment. 

Let us repeat therefore that the 
buyer of stocks must first look into the 
earnings and dividend record of a com- 
pany and that where the margin of 
earnings over dividend requirements is 
not satisfactory, the stock should not 
be bought. The best managed com- 
panies do not pay out in dividends all 
they earn but reserve a surplus for fu- 
ture requirements. 

As to the second reason given for 
the existence of high yields, it can be 
said that a large return on a stock 

(Please turn to page 61) 





Illustrating the Risk of Buying Stocks fora High Yield 


BETHLEHEM STEEL COMMON IN 1924 BEFORE AND AFTER 
THE DIVIDEND WAS PASSED 
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Introducing: “The Ideal Corporation—” 


Work Done: None at All--Three 
Year's Profits: $2,400,000! 


A Tribute to the Organizing Genius 
of a Group of Somebodies Who Have 
Yet to Explain Their Remarkable Feat 


Every investor will be interested 
to learn that the 100% corpora- 
tion—that is, 100% from the investor’s 
viewpoint—has at last been evolved. 
In advantages it is a thousand miles 
ahead of its nearest competitor, in dis- 
advantages—but why waste time, since 
it has no disadvantages. 

It commits itself to vast contracts 
involving as much as $50,000,000 at 
one swoop, yet it incurs no risk. It 
undertakes transactions calling for the 
handling of enormous quantities of 
merchandise, yet it does no work. It 
occupies no expensive offices nor is it 
burdened by large payrolls. Its over- 
head, in fact, is negligible. Yet from 
the huge undertakings in which it is 
engaged, from which it incurs no risk 
and on which it does no work, it reaps 
millions in profits. 

But that is not all. Those millions 
are guaranteed by other great and 
wealthy corporations which rank in 
the forefront of American industrial 
enterprise. In the words of the late 
“Bill” Devery of Tenderloin fame, 
“What could be sweeter?” 

Lest we be accused of prolonging the 
suspense element, we hasten to add 
that the name of this ideal corporation 
is the Continental Trading Co., Ltd., 
of Canada. Let the reader spend no 
time poring over manuals for he will 
not find it there. Like the wood-violet, 
it grows and blushes best unseen and 
unsung. Nor is it not a hardy peren- 
nial like the worthy American flower, 
for on the first blast of unfavorable 
publicity it curls up and dies. In fact, 
it would be correct to say that it goes 
up in smoke for that is what hap- 
pened to all the records, books and pa- 
pers of the Continental of Canada in 
January or February of the current 
year. The cause of its demise, like 
that of its birth, is more or less 
shrouded in mystery, as the journal- 
ists have it. 


T's ideal corporation at last! 


Made $2,400,000 for Doing Nothing 


Yet its being was not without justi- 
fication, for in its riskless, workless, 
guaranteed career Continental Trad- 
ing Co., Ltd., of Canada, made upwards 
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of $2,400,000 for its stockholders. It 
had $6,000,000 additional in sight, but, 
to again lapse in journalese, events 
transpired which no longer warranted 
Continental’s continued corporate ex- 
istence. 

We count ourselves especially for- 
tunate in being able to present even a 
small cross section, of the short but 
interesting career, of this unique cor- 
poration. We hasten to make suitable 
acknowledgments to former senators 
Atlee Pomerene and Owen J. Roberts, 
special counsel appointed by President 
Coolidge to prosecute the cases involv- 
ing the former Secretary of the In- 
terior, Albert B. Fall and others. For 
it was because of their diligence and 
pertinacity in delving into the Fall 
case that the obscure existence of the 
Continental Trading Co., Ltd., of Can- 
ada, was disclosed to the admiring gaze 
of all those who care to admire. The 
statements which we have condensed 
for the purposes of this article are set 
forth in an affidavit filed by those two 
gentlemen in Toronto, Canada, and is 
required under the Canada law before 
certain witnesses can be examined. 

It seems, according to the above- 
mentioned affidavit, that the Continen- 
tal Co. was incorporated under the Ca- 
nadian laws in 1921. The amount of 
its capitalization, number and identity 
of its stockholders, etc., is not a mat- 
ter of record at this writing. One of 








WHO SHOULD READ 
THIS ARTICLE? 


Everyone will find it inter- 
esting, but it has a particular 
bearing upon the affairs of 
stockholders in these three 
companies: 

STANDARD OIL OF IND. 
SINCLAIR CONSOLIDATED 
PRAIRIE OIL & GAS 








its first corporate acts was to pur- 
chase 33,333,333 bbls. of oil from the 
Humphreys Texas and Humphreys 
Mexia oil companies controlled by one 
A. E. Humphreys. The price for that 
oil was $1.50 per barrel and the man- 
ner of its purchase came about as fol- 
lows: It appears that Humphreys had 
had negotiations in regard to the sale 
of 30,000,000 bbls. of Humphreys’ oil 
with H. M. Blackmer, president of the 
Midwest Refining Co., 50% of whose 
stock is owned by the Standard Oil Co. 
of Indiana, R. W. Stewart, chairman of 


the board of the Standard of Indiana, , 


and H. F. Sinclair, who needs no intro- 
duction. As the result of those nego- 
tiations, a meeting was held in a room 
of the Vanderbilt Hotel, N. Y. City, 
one nipping evening in the Fall of 
1921. Among those present were Hum- 
phreys, Blackmer, Sinclair, Stewart 
and in addition J. E. O’Neill, presi- 
dent of the Prairie Oil & Gas Co. and 
a man unknown to Humphreys, H. S. 
Osler by name, who said he was presi- 
dent of the equally unknown Continen- 
tal Trading Co., Ltd., of Canada. 


Enter Continental, Ltd. 


Humphreys was willing to sell his 
oil and the buyers were still in a buy- 
ing mood. Then, to quote the legal 
instrument verbatim: “. . . some one 
of said persons stated that the pro- 
posed sale contract should be made by 
Humphreys with Continental; that 
Humphreys had never heard of Conti- 
nental and stated he would make the 
contract with it only if he received 
some guarantee of performance thereof 
by Continental; that said Sinclair and 
said O’Neil stated that Sinclair Crude 
and Prairie would in writing guar- 
antee such performance; and that 
Humphreys then agreed to make the 
contract with Continental.” (Italics 
are ours.) 

The question naturally arises as to 
why Prairie and Sinclair Crude were 
willing to lend their credit in a deal 
involving $50,000,000, round figures, 
to a comparatively unknown concern. 
Also, why it was necessary for Conti- 
nental to purchase the Humphreys oil 

(Please turn to page 75) 
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Public Hands Market Pools a Jolt 


U. S. Steel Shareholders Learn to Buy at Bottom and 






Sell at Top—Is the Investment Public Becoming Wiser? 


T is a commonly accepted theory 

that the public always buys stocks 

at top prices and sells on the bot- 
tom. The average margin trader, 
operating without regard to value or 
fundamental conditions, undoubtedly 
justifies this hypothesis, but to apply 
it without discrimination is to fall into 
serious error as careful study of the 
accompanying graph will clearly dem- 
onstrate. Therein are shown the aver- 
age quarterly average market prices 
for U. S. Steel common together with 
the number of shareholders for cor- 
responding periods. 

The latter figure is obtained from 
the company’s own reports showing the 
total of stockholders recorded on its 
transfer books and may, accordingly, 
be accepted as a reliable index of the 
investment holdings of the general 
public as distinguished from purely 
speculative commitments. The latter 
are represented by the floating supply 
of stock in the hands of brokerage 
firms since speculators rarely bother 
to have stock certificates registered in 
their names. 

This chart shows, in a striking man- 
ner, that practically without exception, 
the number of the Steel Corporation’s 
shareholders has increased as the price 
of the common stock declined and de- 
creased as it advanced. This phenome- 


By ROBERT E. STANLAWS 


non is clearly brought out by compar- 
ing the super-imposition of depressions 
in the curve of price movement on 
peaks in the line of stockholders; not- 
ably in such years as 1903-1904; 1914- 
1915 and 1921, among others. 

These coincidences, occurring con- 
sistently since the formation of the Big 
Corporation, can scarcely be regarded 
as the result of accident. On the con- 
trary, it is quite evident that at least 
a considerable percentage of the com- 
pany’s shareholders have not been slow 
to take advantage of high prices to 
liquidate their holdings, replacing them 
on subsequent marked recessions. This 
process of liquidation and accumula- 
tion does not, however, take place in 
bulk at the top of a rise or bottom of 
a decline but, as will be observed by 
reference to the chart, is more or less 
continuous. In other words, investors 
begin selling while a forward move- 
ment is developing and buy on the way 
down, some portion of their number 
unloading too soon, while others are 
guilty of purchasing at the high price. 
Naturally, all are not equally astute. 

If the graph be divided into two pe- 
riods, 1901-1907, and 1908 to date, a 
still more interesting phase of the his- 
tory of Steel common is revealed. Dur- 
ing the former years, when the stock 
was selling more or less in the “cat 


and dog” class, investment holdings 
constituted but a small fraction of the 
total capitalization. 

Not until 1909 did Steel gradually 
begin to find its way into the strong 
boxes of permanent investors, but 
thereafter the company’s physical 
growth and developing earning power 
caused its stock to be regarded less and 
less a speculation and those who were 
disposed to let go their holdings on 
sharp bulges or alarming dips has 
steadily decreased. Since the 1916 
drop in registered shareholders, invest- 
ment absorption has been particularly 
marked and the so-called floating sup- 
ply of Steel today constitutes but 
roughly 23% of the outstanding issue, 
compared with 68% in the correspond- 
ing quarter 16 years ago. 

Despite this fundamental change, 
the analogy between number of hold- 
ers and price has not yet failed to con- 
found the proponents of the theory re- 
ferred to in the opening paragraph. 

It would scarcely do to interpret the 
graph as a mechanical method for pre- 
dicting the market movements of U. S. 
Steel, to the exclusion of the other con- 
siderations, such as earnings, trend of 
the industry, etc.; but, in view of past 
performance, the record of U. S. Steel 
shareholders and price sheds an inter- 
esting sidelight on these factors. 
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Investing the Funds of John D.'s Pet 








Compare, 1913-1923 


Book Value of Am’t 


How the Foundation’s Total Holdings 
Held in % of Total | 





Group 1913 1923 
EERE RE Sek Soe oe oe 22% 30% 
itt ee tele ek ea egemait 60% 63% 
Miscellaneous Stocks ................ 18% 7% 





How Its Oil-Stock Holdings Have 


Increased 

| Shares Held in % of 
Total Stock Holdings 
Group 1913 1923 
Oo a ea lial eee ais 71% 90% 
| Miscellaneous Stocks ...........+++++: 29% 10% 
i 











ERUSAL of the investment list of The Rockefeller 
P Foundation makes interesting reading. Incidentally, 
it furnishes the basis for some interesting investment 
conclusions. As most of our readers know, that great or- 
ganization was incorporated under the laws of the State 
of New York April 24, 1913, with the general purpose “to 
promote the well-being of mankind throughout the world.” 
The original fund of $3,200,000 was shortly thereafter in- 
creased to $100,000,000 by further gifts from John D. 
Rockefeller and by the end of 1923, the Foundation’s in- 
vestment and special funds exceeded a total of $165,000,000. 
The funds of The Rockefeller Foundation are handled by 
a finance committee of which John D. Rockefeller, Jr. is 
chairman and the other two members are Raymond D. 
Fosdick and Frederick Strauss. As it is known that John 
D. Rockefeller, Jr. never makes any important move with- 
out first consulting with the elder Rockefeller, it may be 
assumed that the handling of the Foundation funds has 
received the benefits of the combined Rockefeller brains. 


Rockefellers Believers in Stocks 


Those who have heard of the Rockefellers as being the 
acme of conservatism in financial matters will perhaps be 
surprised to note the very large percentage of stocks to 
the total of the Foundation’s holdings, as shown in the 
accompanying table. In 1913, for example, the value of 
the bonds (figured at purchase price or the value assigned 
at the time of donation) was but 22%, approximately of the 
total values of the Foundation’s holdings, while the value 
of the stocks was nearly 78% of the whole. As was logical, 
oil stocks were in far the greatest volume totaling approxi- 
mately 60% of the whole as compared with 18% for mis- 
cellaneous stocks. 

Ten years later, the percentage of bonds had increased 
to better than 29% while stocks had decreased to about 
79%. The decrease in stocks, however, came in the item 
of miscellaneous stocks, since oil stocks showed nearly 
63% of the total as compared with 60% a decade previous. 
It is evident, then, that the ratios of stocks and bonds to 
the whole was not the result of chence or happenstance at 
the time of the original donations, but must be regarded as 
a demonstration of the Rockefeller theory of investment. 

This theory is in direct variance with the old-time idea 
that bonds and not stocks are the approved securities for 
trusted funds and commitments of a similar nature. 


Stocks More Variable 


Another striking feature is that among the bonds there 
are so few oil bonds. One reason, of course, is that the in- 
vestment opportunities in this field are limited since many 
oil concerns have no bonds outstanding, but that cannot 


for NOVEMBER 8, 1924 


Philanthropy 


How “The Foundation’s” Huge 
Capital Is Kept at Work 


By BARNARD POWERS 


be the entire explanation. Perhaps the Rockefellers are be- 
lievers in, or originators of, the thought that if the stock 
of an oil concern is not worth anything its bonds are likely 
to be worth little more. Hence, if you buy where there 
may be a big loss you might as well buy where there is a 
compensating possibility of a big profit. At all events, 
the 1913 schedule held but one oil bond and the 1923 schedule 
but two. 

Glancing at the original bond list and comparing with the 

(Please turn to page 72) 





Changes Since 1913 in Oil-Security Holdings 
of Rockefeller Foundation 


STOCKHOLDINGS INCREASED SINCE 1913 


; 1913 1923 
| Company Shares Shares 
| Chesebrough Mig. Co..........sssseeeee: 690 2,070 
KK # °°&°»;+—€ ne eempOeRees 7,442 82,200 
Cumberland Pipe Limes .............. . 2,481 6,600 
I A a ill ii oe ei a ee 4,064 9,076 
OS SS ae pipe ea panRes 2,482 7,366 
Union Tank Line (Car) .........cccce-s. 20,015 36,000 


NEW STOCKS ACQUIRED SINCE 1913 


Amount Acquired 





| 
| 
' 
| 
| 
| 
> EE re 366,517 
| 


Company Shares 
a a 49,693 
Dt i dtctenttnanenisembaataiekeneunceuniad . 24,845 
I I ine ele bl ee ae kal , --. 24,845 
I My A a ni a om .. 460,760 
S. O. New Jersey (Pfd.*) ........... wails arcana nak 
Gee ee CD. pcccanntscsanconees 919,500 
of Ey |e hee gspaleleiedeaes pepe tee . $3,912 
ee i = soso Jee 
SG SED nc taccnccsacnsaneeas peetbesiet . 126,481 
Pew TOU TONNE cccccccccsecss aus . 12,392 


* Non-voting. | 





STOCKHOLDINGS REDUCED SINCE 1913 


1913 1923 

Company Shares Shares 
a i ee 14,907 14,120 
BREE SIG Seep nie tee hisibiet 12,422 2,357 
Sh ME GE on ccuneuescesateseees ME 20,000 
I il 9,037 9,000 
WOU DU UNE se cccudcksuusecceas 8,605 8,000 


STOCKS DISPOSED OF SINCE 1913 


Amount Originally 


























Company Held Shares 
ID 056 tae pe dceead dbbeebessebaubeee 495 
Colonial Oil ...... pedeneddeennanseneseuseacsceeesece 619 
iE EE sau cnn ee MiG K ented bathed eaneattinsinkdbes 4,966 
iy i 66a oe isa ele he Rene Gd dbwehedwaed 2,478 
OG Gn ddccwberendesUecdawaseeeenseceat kudos 1,23 

} 
ORIGINAL HOLDINGS MAINTAINED 

Company Shares | 
I a 4,193 
PEE SD ccdudubeubicaesesdbkesusceedteeeeascscie 1,774 

COMPARATIVE BONDHOLDINGS 

Company 1913 1923 
Magnolia Petroleum Ist Mtge. ....... $3,200,000 $1,786,000 
ee ee GD EO EL, ccccuccsees sevesee 250,000 
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AVE you ever stopped 
to consider what Wall 
Street—the physical Wall 
Street, that is—means to the 


world? 


Do you realize that, in the 
vaults and safes of “The 
Street” reposes fully one- 
third of the world’s entire 
supply of metallic gold? 


—That here are records— 
lists —securities, literally 
priceless in value, some of 
which it would require years 
to duplicate while others, 
were they to disappear now, 
could probably not be dupli- 


cated at all? 


—That the buildings in 
Wall Street and the ground 
they cover represent what is 
perhaps the largest capital 


investment in any section of | 


equal size in the world? 


Here is an estimate of 
Wall Street’s physical impor- 
tance, intended solely to 
bring home to Americans an 
acuter sense of the financial 
plant and equipment which 


The Street contains. 


Fanciful though it be, it 
will be read with interest by 
Wall Streeters themselves, 
as well as by the millions to 
whom “Wall Street” is still 
only a name and whose eyes 
have yet to be opened to the 
enormous tangible, property- 
importance of The Street, as 
distinct from its less tangible 
but equally important func- 
tion as the mentor of finan- 
cial activities throughout the 
world. 

















What Would Happen 


If Wall Street Were 
Destroyed? 


“The Street’s”’ Enormous Importance, and the 
Priceless Value of the Things It Contains 


By WELDON CHASE 


(Note: To bring home his point, the 
author has made free use of his imagi- 
nation. He assumes a_ tremendous 
disaster capable of wiping Wall Street 
—or lower Manhattan—from the map. 
Readers will not take his figure too 
literally.) 


Street were destroyed? 

Would such a calamity be lo- 
cal, national or international? The 
answer is that it would be all three. 
Wall Street contains a third of the 
world’s gold. It is the center of great 
international banking and commercial 
houses, whose interests extend over the 
seven seas and into the deepest re- 
cesses of the lands which bound the 
world’s waters. 

In the financial district are the main 
offices where are kept the records and 
accounts of hundreds of great corpo- 
rations like the Standard Oil and U. S. 
Steel corporations. There are the home 
offices of the greatest banks and insur- 
ance companies, railroads, mining, oil 
and public utility corporations. The 
country’s greatest exchanges, stock, 
cotton, and produce are situated in the 
Wall Street district and their fluctua- 
tions, which are flashed minutely all 
over the world during business hours, 
make and unmake the world’s security 
and commodity prices. An enormous 
volume of securities and legal docu- 
ments repose in vaults of banks, finan- 
cial institutions and safety deposit 
companies in the financial district. The 
majority, of course, represent Ameri- 
can industries but a very large total 
are bonds and stocks of foreign enter- 
prises. This is especially true since the 
United States assumed the réle of the 
world’s banker following the great 
war. In three out of the last four 
years, a greater volume of foreign se- 
curities have been issued from the 
United States than from Great Britain, 
formerly the undisputed world’s 
banker. 

Would it be possible ever to resolve 
the almost inconceivable tangle of cor- 
porate and financial affairs resulting 
from the destruction of the financial 
district? Or would the net results be 
a confusion which could never be 


W iste would happen if Wall 





straightened out and thereby consti- 
tute a loss to our economic structure 
which never could be made up? 

Let us assume that the financial dis- 
trict was swallowed up in the dead of 
night by an earthquake, such as the 
space writers in the Sunday Supple- 
ments imagine. Also that the waters 
of the sea had covered Wall Street be- 
yond the reach of the deepest diver. 

By the help of such precedent as ex- 
ists, like the San Francisco fire and 
earthquake and the Yokahama disaster, 
let us see if we cannot predicate some 
of the more important immediate and 
ultimate results. 

In the world’s’ history, there has 
never been anything comparable to our 
imaginary catastrophe. Both the San 
Francisco and Yokahama were, com- 
paratively speaking, local disasters. Be- 
cause of the national and international 
influence of Wall Street it goes with- 
out saying that the results of an earth- 
quake, such as we have imagined, 
would be tremendous and universal. 
Words are totally inadequate to fully 
portray the picture. Asked to give his 
ideas on the subject a prominent 
banker said: 

“It is a good deal like talking in 
terms of billions thirty years ago, 
when the human mind had not been 
educated to think in such enormous 
sums.” 

Disregarding the total loss of life 
and property, the first economic result 
would undoubtedly be a severe panic 
which would not only sweep over the 
United States but would probably ex- 
tend to other countries as well. For 
Wall Street is not only the heart of 
American finance but is the pivotal 
financial center of the world. 

The day after the disaster Congress 
would probably assemble and declare 
a moratorium on all debts and make 
such other laws and appropriations as 
the occasion required. It is more than 
likely that a commission composed of 
the leading men of the country would 
be appointed to study the situation and 
recommend the necessary remedial 
steps. 

One of the most far-reaching effects 
which would follow a catastrophe of 
this sort would probably be a severe 
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decline in commodity prices accom- 
panied by hoarding of precious metals 
on the part of individuals. Inasmuch 
as we hold approximately 45% of the 
world’s ten billions of gold and gold 
bullion in this country, and approxi- 
mately three billion or 30% of the to- 
tal gold is held in the financial dis- 
trict, it would be fair to assume that 
the drop in prices would be in the 
neighborhood of 30%. The increasing 
amount of gold in the world is held by 
economists to be one of the main 
causes for the decreased purchasing 
power of money. If that be the case 
the loss of a great portion of the 
world’s gold would tend to increase the 
purchasing power of money, i. e., to 
depress prices. 

The banks of New York City would 
in all probability be the hardest hit 
since not only would they lose every- 
thing in their own vaults but every- 
thing in the Federal Reserve Bank 
vaults as well. All the member banks 
in the New York Federal Reserve Dis- 
trict would suffer, as well as all the 
banks throughout the country doing 
business with New York banks. The 
moratorium would undoubtedly permit 
many outside banks to put their affairs 
into shape to weather the crisis, but 
unless the Government gave direct aid 
to the banks affected many of them 
would go under. 

The banks in the financial district 
would be in desperate condition, hav- 
ing lost all their possessions including 
bank buildings, but even at that their 
position would not be entirely hope- 
less. In reference to Government se- 
curities, which could easily be arrived 
at from the banks’ most recent state- 
ments, the U. S. Government might 
very properly issue new securities, for 
the Government would not be the loser 
thereby since it would be merely re- 
placing that which was lost. Other se- 
curities held by a bank, such as rail- 
road and industrial stocks and bonds, 
loans and bills purchased, real estate 
bonds and mortgages, credits granted 
on acceptances, etc., would present a 
problem which would require the best 
brains to untangle. 

The case of Yokahama in Japan 
gives some idea of how this might be 
worked out although Yokahama was 
not a banking center and practically 
all the banks there were branches. The 
plan followed was for banks and busi- 
ness institutions to figure out as closely 
as possible what they owed to others 
and what others owed to them. 
Through letters and statements which 
every business institution sends to its 
clients periodically, it was possible to 
attain a remarkable degree of accu- 
racy, even though practically all rec- 
ords were destroyed by the fire which 
followed the Yokahama earthquake. 
It is of interest to note that there were 
few attempts on the part of anyone 
to take advantage of the situation. 

The loss of individuals and corpora- 
tions owning real estate in lower Man- 
hattan would be tremendous and irre- 
placeable. The insurance companies, 
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however, would be affected only as they 
were directly touched by the earth- 
quake. In the case of San Francisco, 
it will be recalled that the tremendous 
loss to the insurance companies came 
from the fire and not from the earth- 
quake and there was a great dispute 
whether an insurance company which 
exempted earthquakes as a risk—San 
Francisco being in the earthquake zone 
—was liable for the fire which was di- 
rectly the result of the earthquake. 
Most of the insurance companies even- 
tually paid the claims of the insured, 
more as a matter of general policy 
than law, but some claims are still in- 
volved in litigation. 

In the theoretical catastrophe we 
have under consideration, no such 
question would arise as there would be 
no fire and hence no insurance claims 
since practically all buildings carry 
only fire and public liability insurance. 
It is of interest to call attention to a 
fact not generally known, namely, that 
the panic of 1907 was brought about 
to a considerable degree by the steady 
selling of securities by insurance com- 
panies which were compelled to divest 
themselves of their investments to 
meet the claims of their San Francisco 
policy holders. 

A secondary result of the Wall 
Street disaster would be a great boom 
in New York real estate as there would 
be a tremendous demand for space by 
those with quarters formerly in the 
financial district. It might be supposed 
that following such a calamity there 
would be a general exodus from the 
rest of the city. Doubtless a number 
of the timid would depart, but history 
shows that when man has sunk his 
roots into a section of the earth’s crust 
he usually sticks until it becomes phys- 
ically impossible to remain any longer. 
San Francisco has been rebuilt and 
Yokahama is being rebuilt. Pompeii, 
doubtless, would have been rebuilt if a 
flow of lava had not destroyed every- 
thing green and made cultivation of 
the land impossible. 

Without doubt New York City would 
remain the queen of the western hemi- 
sphere. The tremendous demand for 
quarters would cause much of the resi- 
dential districts north of City Hall to 
be turned over to business and the 
limits of the city would be pushed mea- 
surably farther out on every side. 
There would be a great building as 
well as a real estate boom. The new 
Wall Street would probably be around 
the Forty-second street neighborhood 
where there is now a “Little Wall 
Street” which has grown greatly in 
the last few years. 

A great many big corporations either 
have their main offices in the financial 
district or else a branch office there, 
where important records and docu- 
ments are kept, but not mnch physical 
property of great value. Nor is there 
any manufacturing of importance be- 
low Fulton Street. Therefore, the 
U. S. Steel Corporation, for example, 
could go right ahead with its business 

(Please turn to page 63) 
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WITHIN THESE 
CANYONS— 

—are kept the records 
and accounts of hun- 
dreds of corporations, 
such as Standard Oil 
and U. S. Steel. 
There the country’s 
great exchanges 
situate—stock, cotton 
and produce. An 
volume of 


are 


enormous 

securities, legal docu- 

ments, the like 

repose in the vaults 

and boxes of the finan- 
cial district. 


and 
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hat the News Mean 


~ Timely and plain- spoken interpretations of the 
important financial happenings of the day ~ 














ZR-3’s successful passage of the Atlantic opens up bewildering possibilities. 
Night Mail” is no longer romance, but a near reality. Already a company has been formed to operate 


Zeppelins in this country and to Europe and South America. 
stacle to the commercialization of the air-ship—fire danger. 
cruisers sweep the skies above the seven seas. 


be considerable. 
the miseries of seasickness. 


question, will soon make their premier bow to the investing public. 


Seven Chinamen— 

—had themselves nailed in packing 
cases and after a voyage of forty-one 
days finally reached this country. One 
of them was dead of starvation. They 
elected to take this unusual mode of 
traveling on the assumption that they 
might be successful in their attempt 
to beat the Chinese Exclusion Act. 
Were it not for this Act, thousands of 
Chinese and other Asiatics would be 
entering this country each month to 
lower the general standard of wages 
and living comfort for the American 
workingman. Occasionally, Congress 
puts over a good piece of legislation. 
American workers and industry ought 
also to be thankful for our new Immi- 
gration Law. 


* * 


The West— 


—is cheerful. Big crops and high 
prices are a wonderful tonic. Now 
what will the East say? The East is 
densely populated with industrial 
workers who don’t like the idea of pay- 
ing more for their foodstuffs. Who 
says that a Farmer-Labor combine is 
logical? Only those who are not on 
speaking terms with logic. 
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Formation of— 

—an Investment Trust with a $30,- 
000,000 capitalization and backed by 
Kuhn, Loeb & Co., Dillon, Read & Co. 
and the International Acceptance Bank 
which, among other things, will deal 
in international securities, is another 
move in the great world-banking game 
in which this country is entered. An- 
other member has joined the unofficial 
League of Nations. The new trust 
will more closely follow the lines of 
British investment trusts than the few 
other such concerns which have been 
established already in this country. In 
other words, it will not confine itself to 
old issues but will be interested in new 
offerings and foreign securities as well 
as domestic. This means that a new 
chapter in finance has been begun. The 
investment trust has been an exceed- 
ingly successful branch of financial 
activity abroad. There is no reason 
why it should not be equally successful 
here. Many other investment trust 
companies are reported to be forming. 

+ - 


Mallinson Company— 

—reports all bank loans liquidated. 
This shows good management, espe- 
cially considering the troubles of the 


Kipling’s “With the 


Helium gas has removed the great ob- 

The present generation will see air 
Initially, at least, the cost of air travel will probably 
But there are thousands who are willing to pay almost any price merely to escape 
Airplane securities are already traded in and “Zep” stocks, without 


silk industry in the past year. Now 
silk mills are increasing their opera- 
tions and business is better than it 
has been for a long time. Little straws 
like this indicate the trend. 


* * 


Copper Advances— 

—a fraction of a cent a pound and 
copper stocks go up. Silver prices rise 
and silver stocks go up. Nickel prices 
are advanced 10% and International 
Nickel shows a strong front in the 
market. Stocks of the best non-ferrous 
metal companies should be watched. 
Some of them, like Nickel, Smelters, 
Cerro de Pasco and U. S. Smelting, are 
in a good long-range position. 

* * 


A Crying Need— 

—is a method whereby the small manu- 
facturer or business man of undis- 
puted ability and probity can be 
financed. Bankers seek out big busi- 
ness but little business is coldly re- 
ceived in banking parlors. The chief 
reason is that the banker cannot afford 
to do small unit financing. Some day 
someone will find a way. It is not im- 
possible nor even difficult. Why is it 
not feasible to form a banking con- 
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An Old, Old 
Story 


Paris cables 
state that Os- 
borne Wood, 
who was credit- 
ed with making 
$800,000 in the 
big 1921-22 rise 
in the stock 
market, has lost 
a very consider- 
able part of his 
fortune at Mon- 
te Carlo and 
Paris gaming ta- 
bles. Simply an- 
other version of 
the ancient ad- 
age that success- 
ful gamblers 
never quit. 








cern which will take in the securities 
of many small concerns and issue its 
own against them? Sort of “bankers’ 
shares” with many small but success- 
ful businesses as the underlying secu- 
rity. The need of some such develop- 
ment is very great. Some day some 
one will put over the idea. Then the 
world will say, “I wonder why that 
wasn’t done before.” For the world at 
large always wonders but seldom does. 


* * 


Look Out for the Fake— 


—or misrepresented German securi- 
ties, the Frankfurter Zeitung warns 
American investors. In the case of 
two securities specifically advertised 
in New York newspapers, the Frank- 
furter Zeitung says that one was ad- 
vertised as a first class security while 
in reality it is worthless, while the 
other was quoted at double the Berlin 
price. With this warning in mind the 
intelligent investor should be able to 
pick the gold from the dross. 


* . 


In Again Raising— 


—commission rates the New York 
Stock Exchange is putting the cart be- 
fore the horse. What the Exchange 
needs is not higher commissions but 
more business. The most progressive 
industrial firms constantly seek to in- 
crease the volume of their turnovers 
by reducing the cost to buyers. The 
best way for the New York Stock Ex- 
change to increase its volume of busi- 
nes is to make Wall Street safer for 
investors and traders. If the increased 
commission went into a fund, as sug- 
gested by this publication, which would 
act as an insurance against losses by 
customers through firm failures, the 
increased commissions would be more 
than justified. Such does not appear 
to be the case. It is high time the Ex- 
change began to place its customers’ 
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interests on a parity with its own. 
When that is done there will be enough 
business and profits for all hands. 


* * 


Agreement— 


—on fundamental points in the long- 
standing oil controversy between the 
Mexican Government and foreign pro- 
ducers with Mexican properties, means 
much to the latter. This dispute has 
been an old-man-of-the-sea around the 
neck of the Mexican oil industry. Im- 
portant companies affected are Mexi- 
ean Seaboard, Pan American Pe- 
troleum, Transcontinental, Sinclair, 
Standard of New Jersey, Texas Co., 
Pierce Oil, Atlantic Gulf & West In- 
dies, Mexican Gulf, New England Oil 
Co., Penn Mex. and Island Oil. Settle- 
ment of this controversy may mean the 
beginnings of a new oil era for the 
southern republic. 


The Pittsburgh-plus— 


—decision was first greeted with de- 
light by the small independent pro- 
ducers while the U. S. Steel Corpora- 
tion virtuously declared that it would 
abide by the ruling. Now as the effects 
of the ending of Pittsburgh-plus 
charges are seen, the independents do 
not seem so happy as they did in the 
beginning. The real effects are to set 
the entire industry in the air but the 
Steel Corporation will probably suffer 
much less than its smaller competi- 
tors. We would not be surprised to 
see some of the little fellows apply- 
ing for receivership in a year or so. 
The big seemingly get bigger and the 
little ones shrink further. 


* * 


American T obacco— 


—common goes on a 14% dividend 
basis. A few years ago, the company 
was paying dividends in scrip. Now 
it is again in a strong position. The 
company manufactures and sells to- 
bacco which is supposed to be a lux- 
ury. Central Leather makes sole 
leather which goes into shoe manu- 
facture. This is a necessity. Central 
Leather pays no dividends. American 
Tobacco, in the luxury class, increases 
its already big dividend. The ques- 
tion is: what is a luxury? Also 
whether the investor need worry about 
what are luxury stocks as long as 
they pay dividends? 


* * 


The Radio Stocks— 


—are much in the public eye. Enthu- 
siasm, as the saying goes, is rampant. 
Speculation is on a tremendous scale. 
Look out for stocks of this calibre. 
The industry is still only in its baby 
stages. Most of the little companies 
whose shares are now traded in a 
couple of years will have passed from 
memory. Better stick to seasoned se- 
curities. 


The English Election— 


—ended the aspirations of the Labor- 
ites. England will now have a Con- 
servative Government. No more doo- 
dahs and fol-de-rols. England will get 
down to business. This will mean 
something to the pound sterling and 
British securities. 


* * 


Less Numbers Employed— 


LJ 

—is reported by the U. S. Department 
of Labor. Among the industries more 
particularly affected are steel and 
iron; oil; automobiles; machine shops, 
and construction. In some cases, a 
hard winter is expected. Canadian 
unemployment has reached fairly large 
figures. 





AUDITS ORDERED» 
BY STOCK EXCHANGE 


Resolution Adopted Requiring 
Periodic Examination of Ac- 
counts of All Member Firms. 





DUE TO DAY & HEATON CASE 





New Rule Designed to Make Theft 
of Customers’ Securities Prac- 
tically Impossible. 


The New York Stock Exchange yester- 
day took steps to prevent the juge'™ 
of books of an Exchange ™ 
house affiliate? 

—N. Y. Times. 





“Dis Worl’ Moves Slow But She 
Shorely DO Move.” 


It is with gratification that we 
notice that the N. Y. Stock Ex- 
change has finally taken action in 
regard to periodic audits of the 
accounts of all member firms. 
While we do not claim entire 
credit for this important step, 
which should help to safeguard in- 
vestors, it is significant that the 
Stock Exchange made its an- 
nouncement only a week after 
publication in THE MAGAZINE OF 
Watt Srreet of Mr. Wyckoff’s 
article, “What the New York 
Stock Exchange and Its Members 
Can Do to Prevent Failures.” 
Publicity is the best cure for ex- 
isting evils. 
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Money, Credit and Business 





Business Hesitant Awaiting Election 


Effects of Political Situation—Important Undertakings 
in Abeyance—Price Movement and Credit Conditions 


UST after this goes 
Je press, the elec- 

tions will have taken 
place, and it will be 
- known whether or not 
,) @ President has _ been 
chosen or whether the 
election will be thrown 
into the House. Though 
there has been a dispo- 
sition to exaggerate the 
‘ influence of the election 
on business, it nevertheless remains 
true that many important undertakings 
have been held in abeyance until the 
outcome is definitely ascertained. One 
result of this situation is to hold down 
forward buying to a lower point than 
would have been necessary had busi- 
ness been allowed to take its normal 
course. 

Examination of the fundamental 
factors influencing the major trend of 
business indicates that they are of a 
relatively encouraging order. Princi- 
pally is this the case in regard to agri- 
culture which is in a much sounder 
condition than for the past few years. 
Deflation in the great grain and live- 
stock sections of the West has been 
most thorough and the advance this 
year in farm prices has laid a good 
basis for increased trade activity 
throughout these sections. Such re- 
sults, to be sure, have not been wit- 
nessed as yet because banks in the 
agricultural districts are insisting that 
farmers pay off as much of their old 
obligations as possible. Nevertheless, 
payment of old debts ensures an in- 
crease of credit facilities, permitting 
farmers to borrow for merchandise 
purchases so that the net effects should 
eventually be the same as if the farmer 
were in a position to use the actual 
eash received from the sale of his 
crops. 





Money Conditions Sound 


Extreme ease continues to obtain in 
the money markets with current quo- 
tations for call money around 24% 
and time money abundant at 3%. Even 
the slight increase in business activity 
during the past few months has made 


no visible impression on our large 
credit reservoir. Nor can it be said 
that the large amount of foreign 


financing, which has taken place thus 
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far this year, has had any tangible 
effect on the money market. 

Gold supplies remain near the peak, 
though the volume of importations of 
the precious metal has fallen off some- 
what. The actual drain in prospect on 
the money market is too slight at this 
time to varrant the supposition of any 
marked change in the rates demanded 
for accommodation. 

Though the excess of exports over 
imports in July fell to the insignificant 
proportions of $400,000, the returns of 
the following two months showed that 
the drop in the trade balance was only 
temporary, August excess jumping to 
41 millions and the returns for Sep- 
tember indicating a balance of 140 mil- 
lions. Of course, the recent increase in 
exports is due mainly to seasonal de- 
mand from abroad for farm products. 
The October balance should be of even 
greater proportions. 


Price Movements 


As indicated on the accompanying 
chart, average prices for commodities 
are showing a slight tendency to rise, 
but upon analysis it will be found that 
the advance is due principally to higher 
prices for foodstuffs. Manufactured 
products are stationary or declining, 
as the demand is not as yet sufficiently 
large to support an upward movement 
of proportions. 

Basic commodities such as steel, oil, 
copper and soft coal are languishing in 
regard to their prices, though the 
recent tendency among these commodi- 
ties has been somewhat firmer than in 
the past two months. Oil, particularly, 
seems on the bottom and the next im- 
portant movement here should be up- 
ward. Steel is subject to mixed in- 
fluences, principally due to the “Pitts- 
burgh-plus” decision which has un- 
settled the entire industry. Additionally, 
production is not on a large enough 
scale to change the direction of prices 
of the more basic materials such as 
coal, coke and pig iron, which are used 
in the manufacture of finished and 
semi-finished steel products. 

Textiles, particularly cotton, seem 
more favored than for some time and 
an increase in demand and production 
is noted, without effect, however, on 
the price situation. The long down- 
trend of raw cotton naturally has 
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been a favorable influence in re- 
gard to manufacturing activities. 
Also supplies of cotton goods are not 
large. 

There does not seem to be much over 
which to become enthusiastic in con- 
sidering the earnings situation. On 
the whole, net earnings of large corpo- 
rations, including the railroads but ex- 
cluding the utilities, are under those 
obtained last year. Certain industries, 
such as oil, copper and textiles, have 
operated under exceedingly adverse 
conditions and their net returns for 
the year are bound to be small. The 
steel industry has had somewhat bet- 
ter luck but more than one corporation 
in this field will show a deficit for the 
year. The automobile industry has 
fared surprisingly well but even so, 
few companies will make a_ better 
showing than in 1923 and some of 
them will report earnings cut from 25 
to 50%. The tire-manufacturing com- 
panies have been favorably affected by 
the exploitation of balloon tires and, 
while their earnings this year will not 
be magnificently high, they will com- 
pare favorably with those of any year 
since 1920. 

The merchandising companies—de- 
partment stores, mail order and the 
chain stores—give the best impression 
among the miscellaneous companies 
and most of these concerns will report 
earnings comparable with those of 
1923. Several will even exceed last 
year’s returns. Canning and packing 
companies have continued to produce 
satisfactory records, with the packing 
concerns, in particular, making consid- 
erable strides. 


Dividend Changes 


Dividend changes during the year 
have not been extensive, there prob- 
ably having been more increases than 
the reverse. The general tendency, 
however, among the more conserva- 
tively managed companies has been to 
retain as large a part of earnings for 
surplus as possible. This has prevailed 
upon many directorates to refrain 
from increasing dividends even where 
earnings warranted such action. This 
conservative attitude seems justified in 
view of the general uncertainties which 
prevail in regard to the business out- 
look. 
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Bonds 


a 


What Do Bonds of the Leading Tire 


-Companies 


Offer? 


A Review of the Underlying 
Situation and Its Bearing on 
Opportunities in this Field 


reached a level where opportuni- 

ties for profitable investment 
are confined to the middle-grade and 
speculative classes of securities, the 
investor is naturally interested in dis- 
covering what individual groups will 
afford in these respects. The market 
is replete with bonds carrying high- 
rate coupons and it is in this field that 
investigation is most likely to be re- 
warded under existing conditions. 

During the extreme deflation of busi- 
ness and industry in 1921, many indus- 
trial companies found it necessary to 
mortgage their assets in order to se- 
cure liquid capital to tide them over 
the crisis. Partly because of the gen- 
eral condition of the money markets 
and partly because their own credit 
was debased, many of these concerns 
were compelled to finance at unusually 
high interest rates. While the result 
has been to provide the investor with 
many apparently enticing opportuni- 
ties, under the conditions of intense 
competition and narrowing profit mar- 
gins of today, the high fixed charges 
then incurred may prove troublesome 
to some of these companies. It is, 
therefore, imperative to scrutinize each 
case with care before entering into 
commitments. 

Among the industries that indulged 
in this deflation period financing, the 
tire group is an outstanding example. 
Of the bonds listed in the accompany- 
ing table, all but the U. S. Rubber obli- 
gations were offspring born of the 
“frozen” accounts and shrunken inven- 
tory values common to the time. It 
will be seen that the yields obtainable 
in every instance are attractive but in 
some so high as to constitute a warn- 
ing signal. 

Fundamentally, the tire industry’s 
difficulties are ascribable to inflation 
of productive capacity. The effect of 
this’ condition is to cause producers 
to speed up operations when demand 
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N* that the bond market has 
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increases but when consumption begins 
to decline, the natural tendency to 
maintain large-scale output in the 
effort to keep per unit overhead costs 
low, brings on a new period of inflated 
inventories and, subsequently, ruinous 
price-cutting. 

This cycle has been repeated several 
times in the past few years and ac- 
counts for the speculative position of 
most tire-company securities. At pres- 
ent, the industry is again embarked 
upon a price war which, in view of 
high prices for raw materials, par- 
ticularly crude rubber which has lately 
risen to the year’s highest figure, will 
spell smaller profits fur the manufac- 
turers. What this means to the indi- 
vidual companies we have endeavored 
to set forth in the following analyses. 


AJAX RUBBER COMPANY 
First Mortgage 8s, 1936 


This company’s operations are con- 
fined entirely to production of auto- 
mobile tires which are turned out at 
two plants, one at Racine, Wis., and 
the other at Trenton, N. J. In com- 
mon with other tire companies, its busi- 
ness has, since 1919, suffered many 
ups and downs. Earnings previous to 
that year were large and dividends, 
varying between $5 and $6 a share, 
were paid on the 425,000 no par com- 
mon shares until 1921 when adversity, 
from which the company has not yet 
fully recovered, forced their suspen- 
sion. 

In December of the last named year, 
finding its working capital position 
weakened by heavy floating indebted- 
ness, Ajax had recourse to financing 





which resulted in issuance of 3 million 
doliars of 8% bonds, secured by a first 
mortgage on all its fixed assets and 
additionally protected by deposit of 
subsidiary company common stocks. 
At present, there are 2.61 million of 
these bonds outstanding, part of the 
original issue having been retired 
through sinking-fund operations. 
From the standpoint of principal, 
disregarding entirely the equities rep- 
resented by the common stocks collater- 
ally secured, the bonds are weil pro- 
tected. Net working capital of the 
company, as of June 30, 1924, amounted 
to 4.48 million dollars or 1.87 million 
in excess of funded debt. The balance 
sheet, on the same date, shows plants 
and equipment valued at 4.12 million. 
Under the conditions of intense com- 
petition prevailing in the tire industry 
in the past few years, however, Ajax 
has experienced difficulty in maintain- 
ing earnings on a satisfactory footing. 
A deficit of 178 thousand dollars, be- 
fore dividends, was incurred in 1920 
while operations in 1921 caused a loss 
of 5.21 million. Fixed charges were 
covered with a margin of 10% to spare 
in the following year but net last year 
fell somewhat short of meeting them. 
Earnings for the first six months of 
1924 were sufficient to cover interest 
charges twice over but it is probable 
that the last half will be less favorable 
owing to recent tire price reductions. 
In view of the company’s uneven 
record, therefore, the first mortgage 
8s must be considered speculative and 
unsuited to those who are not in a 
position to assume considerable risk. 
While the high yield offers consider- 
able compensation and while there is 
nothing to indicate that the company 
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will be unable to meet its fixed charges, 
buyers seeking such opportunities 
would probably do well to defer pur- 
chases until there are indications of a 
new turn for the better in the tire in- 
dustry. 


FISK RUBBER COMPANY 
First Mortgage 8s, 1941 


Like Ajax, Fisk is essentially a tire 
manufacturing proposition, although 
the company produces motorcycle and 
bicycle tires in addition. Its produc- 
tive capacity is larger than that of the 
former, however, and its operations 
have, on the whole, been more success- 
ful. 

Earnings available for the 18.95 mil- 
lion first 7% cumulative preferred 
stock have averaged $19.36 a share 
annually for the past seven years and 
in only one of these did the company 
report a deficit, that being in 1920 
when a loss of 432 thousand dollars 
was incurred, after payment of divi- 
dends on the first and second preferred 
stocks and $2.25 on the common. Divi- 
dends on the first preferred shares 
were suspended in 1921 and have not 
since been resumed. Although indica- 
tions point to a probable balance of 
$12 a share for this issue, an amount 
equivalent to four times interest 
charges, for the fiscal year ending Oc- 
tober 31, 1924, it is doubtful whether 
any attempt will be made to resume 
payments, which are now 24%% in 
arrears, in view of unsettlement in the 
industry. 

Net working capital as of October 
31, 1923, totalled 19.50 million dollars 
and fixed assets, represented by plants, 
machinery, real estate, etc., were valued 
at 17.84 million compared with the 8.75 
million dollars of first mortgage 8% 
bonds outstanding. Secured by a first 
mortgage on all fixed assets of the 
company, these bonds are in a strong 
position. Demonstrated earning power 





of the company shows ability to cover 
interest charges by a wide margin even 
under adverse conditions. At current 
prices around 105, yielding 7.47% to 
maturity, the bonds offer an attractive 
return with prospects for some en- 
hancement in market value under fa- 
vorable conditions. 


B. F. GOODRICH CO. 
First Mortgage 6s, 1947 


Goodrich is one of the most impor- 
tant factors in the rubber industry. 
Not only does the company manufac- 
ture automobile and other tires, but it 
is also engaged in the production of 
mechanical rubber goods, rubber boots 
and shoes and sundry other related 
articles. The company has numerous 
branches throughout the United States 
and in the principal foreign countries, 
while manufacturing operations are 
carried on at Akron, Ohio and Co- 
lombes, France. Capitalization con- 
sists of 23.27 million dollars of first 


mortgage 6%% bonds; 34.85 million 
7% cumulative preferred stock and 


601,400 shares of no par common. 
Earnings during the period 1915- 
1919 varied between $11.26 and $24.17 
a share for the common stock but Good- 
rich was hard hit by difficulties which 
beset the tire industry in 1920 and 
1921, showing a deficit of 3.58 million 
and 22.51 million dollars respectively 
in those two years after payment 
of preferred and common dividends. 
Although most of these ‘losses were 
caused by severe shrinkage in inven- 
tory values, the company has not re- 
covered its former earning power. It 
has shown earnings sufficient to cover 
preferred dividends in the past 2% 
years, but the margin has been so nar- 
row as to place the shares in a spec- 
ulative position while prospects for re- 
sumption of dividends on the common 
are remote. 
Bond interest, 


however, has been 





earned approximately two times over 
in every year since 1919, including the 
first six months of 1924, but excepting 
1921, of course. Though the company, 
like others in its field, faces a period 
of lower earnings owing to recent tire 
price reductions, it should have no 
trouble in continuing to cover fixed 
charges by a safe margin. 

The 6%% bonds constitute a first 
mortgage on all fixed assets and are, 
furthermore, secured by pledge of cer- 
tain stocks of subsidiary companies. 
Included in these assets are plants, 
machinery, equipment, etc., valued at 
31.02 million dollars, after deprecia- 
tion, an excess of 7.75 million over 
funded debt. Working capital as of 
June 30, 1924, amounted to 35.23 mil- 
lion dollars. 

These bonds are, therefore, well pro- 
tected as to principal and while earn- 
ings in recent years have been below 
earlier standards, the margin of safety 
is ample. Selling around 99, eight 
points below their call price, the bonds 
yield 642% to maturity which is an 
attractive return when compared with 
that available in the case of other 
issues of like investment standing. 


GOODYEAR TIRE & RUBBER CO. 


First Mortgage 8s, 1941, and 10-Year 
Debenture 8s, 1931 


The present capitalization of this 
company, consisting of 25.50 million 
dollars of first mortgage 8s; 23.50 mil- 
lion 10-year debenture 8s; 15 million 
8% prior cumulative preference stock; 
65.08 million 7% cumulative preferred 
and 831,586 shares of no par common, 
is the outcome of a drastic reorgani- 
zation made necessary by demoralized 
earning power and finances in 1921. 
The 7% preferred shares, carrying an 
accumulation of 28% in back dividends, 
are still in a speculative position and 
the common even more so, owing to 

(Please turn to page 73) 








Interest 
Rate 
(%) 


Ajax Rubber Ist Mtge.. 8 
Fisk Rubber Ist Mtge.. 8 
B. F. Goodrich Ist Mtge. 6' 
G'’dyear T. & R. lst Mtg. 8 
G'dy’r T. & R. 10-yr. Db. 8 


COMPANY 


Kelly-Spr. 10-yr. Notes. 8 
U. S. Rub. Ist & Ref... 5 


U. S. Rub. 10-yr. Notes. 742 


~Redeemable as a whole only. 
bIssued September 1921. 


aIssued December 1921. 





Leading Tire Company Bonds Compared 





Yield (%) Yield | 

Dateof Redeem- Interest, Times Earned. Recent Straight (%) to 
Maturity able at 1920 1921 1922 1923 Price Basis Maturity 
1936 110 — 1.10 0.95 93 8.60 8.94 
1941 ° —  -—— += 2.75 3.17 105 7.62 7.47 
1947 107 — — 2,12 2.04 99 6.56 6.58 
1941 +120 } __ 42.32 1.63 214 j 119 6.71 6.15 
1931 110 | 1107 748 6.65 
1931 +110 — ‘def. 4.93 def. 98 8.17 8.40 
1947 +105 | ‘a a om 84 5.96 6.36 
1930 "yee = © 1044 721 = 6.68 

*Redeemable at 117'2 on and after Sept. 1, 1931 and at 1122 after Sept. 1, 1936, as a whole only. 
tNot redeemable. 








‘Issued July 1922. 





“Issued May 1921. 
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BOND BUYERS’ GUIDE 


(Bonds listed in order of preference) 
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MARKET DULL 





Activity mostly in middle-grade issues 


HE action of the bond market dur- 
T ing the past two weeks was un- 

changed, and trading continued 
within comparatively narrow limits. 
While investment securities held firm, 
no progress was made in the matter 
of improving price levels, while here 
and there, fractional declines were wit- 
nessed. Again, activity centered in the 
more speculative section, especially in 
the junior rails. Demand was good at 
rising prices. The St. Louis-San Fran- 
cisco adjustment and income mortgage 
6s and Missouri-Kansas & Texas ad- 
justment mortgage 5s led the advance, 
the Frisco adjustment 6s and M. K. 
& T. adjustment 5s reaching new high 
levels, in recognition of the progress 
being made by these roads and the gen- 
erous return afforded by these issues 
even on basis of ruling quotations. 
The Seaboard Air Line bonds had their 
friends who found them attractive and 
there was a distinct improvement in 
sentiment by the speculative frater- 
nity toward the Chicago, Milwaukee & 
St. Paul issues, due to reports of bet- 
ter earning prospects for the balance 
of the current year. 






Break in Warner Sugar 7s 


As previously stated, only in the 
speculative rail division was any no- 
ticeable activity apparent. Public utili- 
ties were dull and listless, with only 
fractional changes, as a rule. The 
New York traction issues were inclined 
to sag to lower levels, with the excep- 
tion of the Brooklyn-Manhattan Tran- 
sit 6s, which were in fair demand. In 
the industrial division, there was a 
sharp break in the Warner Sugar Re- 
fining Company bonds, due to the loss 
from operations which will be shown 
for the current year. The first mort- 
gage 7s declined to a low of 87, while 
the refunding 7s sold ten points lower, 
with a subsequent moderate recovery. 
At around ruling prices, the first 7s 
appear worth while, in view of the 
equities back of the bonds and the good 
earning power of the company in past 
years. Other sugar issues were also 
lower, owing to the apparent unfavor- 
able outlook for prices on account of 
the large beet and cane crop indica- 
tions for the next year. 

Readers of THE MAGAZINE OF WALL 
STREET who have been holding the 
Genessee River Railroad 6s, which have 
advanced from 87 to around 101, are 
advised, for the sake of somewhat bet- 
ter income, to substitute the Missouri 
Pacific first and refunding 6s of 1949, 
which are selling at around 98, return- 
ing 6.15% to maturity as compared 
with the yield of under 6% on the 
Genessee bonds. The good earnings 
being shown by the Missouri Pacific 
under the intelligent direction of its 
affairs by the new management war- 
rant consideration of the 6s at present 
prices as good investments. 
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Roads Which Are Earning Double 
Ther Dividends or More 


Investment Opportunities In- 
dicated by 1924 Rail Earnings 


HILE gross earnings of the railroads as a whole 
showed a material decline in 1924 due to the gen- 
eral business unsettlement prevailing during most 

of the year, net earnings of many roads have held up 
unusually well. With the outlook for traffic satisfactory 
for the closing months of the year, indications are that 
many important systems will be able to report earnings 
in excess of the 1923 figures. Among the roads that will 
show materially larger earnings this year are LEHIGH 
VALLEY, LACKAWANNA, SEABOARD AIR LINE, 
ILLINOIS CENTRAL and MISSOURI PACIFIC. 

An outstanding feature of the railroad year has been 
the increase in operating efficiency. This is a reflection 
of the unusually large sums spent by the railroads in 
1923 for maintenance and the progress made by railroad 
management in increasing the efficiency of labor. Taking 
into consideration the decline in gross earnings, rela- 
tively few roads have made a distinctly disappointing 
showing. Among the latter, Chicago, Milwaukee & St. 
Paul, and Minneapolis, St. Paul & S. S. Marie were not 
as successful as the other Northwestern roads in keep- 
ing expenses in hand and it is questionable whether fixed 
charges will be fully covered this year. Chicago & East- 
ern Illinois was severely affected by the falling off in 
soft-coal traffic and will probably report a deficit. 

With the exception of the North- pleted and as 
western group, which is only just be- 
ginning to benefit from the more pros- 
perous conditions now prevailing in 
that section, most of the more impor- 
tant dividend-paying rails will earn 
their dividends with a_ satisfactory 
margin this year. Seven large systems 
which are indicated in the accompany- 2. 
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Railroads Which Will Earn Their 
Common Dividends Twice or 
Over in 1924 


Earned 

Div. on 
rate Est market 

per earn’gst Recent Yield price 

Name share 1924 price % % 
Atl. Coast Line . $7 $20 132 6.06 15.1 
Balt. & Ohio ... 5 10 60 8.33 16.6 
Ches. & Ohio... 4 17 2 4.88 20.7 
Illinois Central 7 19 107 6.52 17.7 
N. Y. Central 7 16 105 6.66 15.2 
Reading ....... 4 8 59 6.78 13.5 
Southern Rwy. . 5 10 66 7.57 15.1 
* Est. 1924 earnings applied to recent mar- 


ket price. 
+ Fractional amounts omitted. 








financial 
strong, a more liberal dividend policy 
may be anticipated. 


condition is power. From all angles, therefore, the 


stock is well worth present prices. 


In July, an extra 


dividend of $1 was paid. 
is a decidedly attractive long-pull in- 
vestment, particularly as the outlook 
for future business is excellent. 


BALTIMORE & OHIO. 


The stock 1. ILLINOIS CENTRAL. For the 
past ten years, earnings have aver- 
aged around $12 a share and as the 
dividend rate has been restricted to 7% 
on the common large sums have been 


While ploughed back into the property. An 








ing table can be expected to earn the 
common dividends at least twice. It 
should be understood, however, that 
the figures given in the 1924 earnings 
column are merely estimates, based on 
the actual result for the first eight 
months of the year and that the final 
figures may vary from those given. 
On the other hand, the changes are 
not likely to be sufficiently large to 
destroy the value of the figures as pre- 
sented. ; 

Of the seven companies enumerated, 
the principal features from the view- 
point of investors are as follows: 


1. ATLANTIC COAST LINE. This 
road has accumulated a profit and loss 
surplus of 63 millions. Important im- 
provements have been largely com- 
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this road has some refinancing to do 
which will involve a higher interest 
rate, the margin of earnings over the 
present dividend is sufficient to give 
a satisfactory measure of protection. 
In view of the liberal yield of 8.3%, the 
stock is attractive at present levels. 


3. CHESAPEAKE & OHIO. Un- 
der the terms of the Nickel Plate 
merger, Chesapeake & Ohio common 
shareholders will receive both common 
and preferred stock in the new com- 
pany. If the merger goes through, 
higher prices for the new issues should 
ultimately be seen and on the other 
hand should anything occur to upset 
the merger, Chesapeake & Ohio com- 
mon would still be attractive on the 
basis of the road’s large earning 


important extension and improvement 
program is now largely completed and 
the way is apparently open for higher 
dividends. This is a most attractive 
issue for the long-pull investor. 


5. NEW YORK CENTRAL. De- 
spite a considerable falling off in gross 


earnings, N. Y. Central (including 
undistributed equities in controlled 
roads) will show an earning power 


this year of close to $20 a share on the 
common. Not only is the present rate 
unusually well protected but a still 
higher rate is indicated. The stock 
appears cheap at 105. 


6. READING. Through segrega- 
tion of its coal and iron properties, 
(Please turn to page 77) 
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HE Baltimore & 
T Ohio is one of 

the four im- 
portant trunk line 
systems. It extends 
from tidewater to 
Chicago and St. 
Louis, the two most 
important gateways 
to the west. It is the 
oldest railroad in the country, and was 
first incorporated in 1827. Its system 
has not grown to as great an extent as 
has the New York Central or the Penn- 
sylvania which were started at a later 
date and its development has been in- 
tensive rather than extensive. 

The Baltimore & Ohio is dependent 
to a great degree upon two products, 
coal and iron. Serving as it does the 
great industrial area of the United 
States its traffic is governed largely by 
conditions in the iron and steel and al- 
lied industries. This situation is more 
noticeable in the case of the Baltimore 
& Ohio than with the other trunk line 
systems. 

Iron ore and iron products average 
over 10% of the company’s tonnage. 
The road is one of the most important 
carriers of soft coal, this item consti- 
tuting about half of the total tonnage; 
and the amount of coal transported is 
intimately related to the output of iron 
and steel. This dependence upon a 
single group of industries explains the 
sharp fluctuations in volume of traffic 
which the Baltimore & Ohio experiences. 

Before the war, the regular dividend 
on Baltimore & Ohio common stock was 
6%, this rate being in effect from 1907 
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How Does B. & O.’s Refunding 
Program Affect the Stock> 


Slump in Earnings Explained— 
Market Outlook for Common 


By JOSEPH M. GOLDSMITH 


to 1914 inclusive. During the next 
three years the dividend was reduced to 
5% and in 1918 again cut to 4%. In 
the latter part of 1919, the financial 
condition was such that the dividend 
was omitted. 

The company was severely hit, as 
were practically all other roads, by the 
abnormal conditions prevailing during 
the war and it, in one respect, was par- 
ticularly badly treated. Practically all 
traffic except coal was diverted to other 
lines because it was found that the 
Baltimore & Ohio, with all the roads 
operated as a unit, could be most ad- 
vantageously used carrying most of the 
coal destined for export. Upon return 
to private operation, it was a stupen- 
dous task to regain all the traffic that 
had been diverted. For this reason its 
recovery was much more prolonged 
than was true of most of the roads. 

The industrial depression of 1921 and 
1922 made it impossible for the Balti- 
more & Ohio to show good earnings. 
Operations in the steel trades were at 
such low ebb that its traffic was ab- 
normally small. The recovery in busi- 
ness did start in the middle of 1922 but 
unfortunately the shopmen’s strike, 
which was called in the summer of that 
year prevented any improvement in net 
earnings. 

The fairly encouraging showing in 
the first half of 1922 had given grounds 
for the expectation that dividends 
would be resumed. The loss in revenue 
due to the strike, a loss estimated by 
President Daniel Willard at $10,000,000, 
dissipated such hopes. The recovery 
in the last quarter of the year was sur- 
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prisingly rapid, but could not make 
good the loss that had been sustained. 
The net result was earnings of $1.33 
per share. 

The marked improvement which took 
place in the closing months of 1922 con- 
tinued at an accelerated pace in the fol- 
lowing year. The business boom was 
then in full swing and reached its cul- 
mination in the spring. During this 
period, traffic moved in unprecedented 
volume for this time of the year. 

Although considerable slowing down 
in industry and consequently in this 
road’s traffic, occurred during the re- 
mainder of the year, 1923 was ex- 
tremely favorable. The payment of 
dividends at the rate of 5% was resumed 
and the final results for the year showed 
that $13.21 per share on common stock 
had been earned. Gross revenues 
reached 225 millions, which was the 
highest figure in the Baltimore & Ohio’s 
history and represented an increase of 
27% over the total for 1922. 

In comparison with this record show- 
ing earnings for the first eight months 
of 1924 have not been quite so favor- 
able. Until very recently, the general 
business trend has been downward. 
The slump in coal traffic has been es- 
pecially noticeable. The steel industry 
as a whole was operating at about 
50% of capacity during the summer 
months and this explains the reduction 
in coal shipments. As previously men- 
tioned, the Baltimore & Ohio is mainly 
dependent upon coal, and iron and steel 
products, and consequently the decline 
in traffic which it has suffered this year 
was to be expected. 
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For the eight months ending August 
81, gross revenues were 146.7 millions 
as compared with 173.8 millions in the 
same period of 1923. This decline of 
15% resulted in a proportionate re- 
duction in net operating income. The 
latter amounted to 23.46 millions for the 
first eight months of the present year, 
while a total of 30.9 millions was se- 
cured in the correspo. ling period of 
1923. 

Results for the month of August, 
however, were practically as good as 
those of August, 1923, and the season- 
able trend is now upward. 

It is highly probable that the last 
four months of the current year will 
show an improvement over last year. 
Consequently when the final figures for 
1924 are available it is quite likely that 
a comparison with 1923 will not be as 
unfavorable as the earnings to date 
would indicate. 

On the basis of the normal seasonal 
fluctuations, the Baltimore & Ohio 
should secure a net operating income 
of 39 millions for 1924. With outside 
income estimated at 6 millions, the com- 
pany’s gross income would amount to 
45 millions. Fixed charges should be 
approximately 28 millions, which would 
leave a balance of 17 millions available 
for dividends. A 4% payment on the 
preferred stock outstanding requires 
$2,354,000, so that the balance available 
for the common would be around $10 
per share. 

The ability of the company to make 
this showing in the present year has 
been partly due to under-maintenance 
of equipment. The steadily rising per- 
centage of locomotives and cars unser- 
viceable indicates that considerable 
work has been left for a period when 
gross revenues are heavier. In Jan- 
uary, 1924, only 17.1% of the locomo- 
tives on the line and 7% of the freight 
cars were in need of repairs while in 
August the figures had become 24.1% 
and 13% respectively. 

There is nothing 


prove. As long as there is sufficient 
equipment to handle the road’s busi- 
ness no loss is suffered by following 
this policy. The subject was merely 
introduced to indicate that net operat- 
ing income cannot be expected to rise 
in a period of heavy traffic as rapidly 
as it would were there none of this de- 
ferred maintenance to be made good. 


Baltimore & Ohio Refunding 


The company was confronted with 
the task of refunding about $130,000,- 
000 of bonds, maturing in 1925. All 
of these bonds were put out in a period 
of very low money rates and bear a 
3%% coupon. The greater part of 
these maturities have already been 
taken care of. The $75,000,000 Prior 
Lien 3%%s have been provided for by 
the sale of an equal amount of First 
Mortgage 5s, due in 1948. There have 
also been sold $35,000,000 of Refund- 
ing 6s, which will take care of the 
road’s requirements for new capital 
and one of the smaller maturities. The 
$45,000,000 Southwestern Division 3%s 
have not yet been taken care of, but no 
danger will be encountered in refund- 
ing them. The Company’s credit is 
very good and this tremendous refund- 
ing program which many looked for- 
ward to with great concern a year or 
more ago has not presented any great 
difficulties. 

It is obvious that the replacement of 
3%% bonds with others bearing 5% 
and 6% coupons entails a considerable 
increase in fixed charges. When all the 
bonds have been refunded, the Balti- 
more & Ohio’s interest charges will be 
about $3,700,000 per annum higher than 
before. This seems like quite a size- 
able amount, but is equal to less than 
10% of the company’s gross income 
available for such charges. It will 
affect the margin of safety, but not 
seriously. Interest on funded debt was 
earned nearly twice over in 1923, so 


there will still be an ample margin. 

The increase in interest charges 
amount to about $2.50 per share on 
the common stock. In the estimated 
earnings of about $10 per share for 
1924, such part of these increased fixed 
charges as will enter into this year’s 
income statement were considered. 
Total fixed charges for 1923 were $25,- 
743,000, while the deductions for this 
year were estimated at $28,000,000. 
Consequently the added interest charges 
next year should not be equal to more 
than $1 per share on the stock. 

The Baltimore & Ohio has outstand- 
ing $58,863,000 of 4% non-cumulative 
preferred stock. The issue is compar- 
atively small and the dividend was 
earned in 1923 almost ten times over. 
The fact that it is not cumulative is as 
a practical matter of slight importance, 
for unless we have a recurrence of 
such conditions existing during the 
war it will continue to be earned by a 
wide margin. 

It is currently selling at 59, at which 
price the yield is 6.80%. The dividend 
of 4% has been paid without interrup- 
tion since 1900. In view of the wide 
margin of safety which this issue pos- 
sesses it appears a very attractive in- 
vestment stock on this basis. 

Baltimore & Ohio common in the days 
before the war when the regular divi- 
dend was 6% sold well above par. Now 
as a 5% dividend payer it is selling at 
60. The feeling which has been quite 
general that the refunding would seri- 
ously affect earnings on the stock has 
been partly responsible for this stock’s 
failure to make much headway in a ris- 
ing railroad market. As stated before 
this factor has been over-emphasized. 


Baltimore & Ohio should on the 
average earn its present dividend 
with a wide margin to spare. It will 


continue to have rather violent fluc- 
tuations in traffic, due to the charac- 
ter of its business, but the trend is now 
upwards. It is likely to continue so 

for many months, so 





alarming in this  in- 





crease and the manage- 
ment is to be in no way 
criticized for this policy. 
Net income can be kept 
more stable if a consid- 
erable part of these re- 
pairs are deferred dur- 
ing a period of poor 
traffic until earnings im- 


Note: 




















Fluctuations in Traffic Hauled by B. & O. 


In Per Cent of Total 


This table indicates the overwhelming pre- 
ponderance of mineral and manufactured products 
in B. & O.'s traffic classification. 
virtually dependent on conditions in the soft coal 





The company is 


that its income sstate- 
ments should steadily 
| improve. From the 
standpoint of the 8.3% 
yield obtainable at cur- 
rent prices and the ex- 
cellent prospects of en- 
hancement in market 
values, it seems a very 
desirable purchase. 














and steel industries. = 

1916 1917 1918 1919 1920 1921 1922 1923 | 
% % %% %% Cw % % % | 
Products of Agriculture ............. 5.8 5.0 4.8 5.8 4.7 5.6 5.5 4.2 | 
a ok oe 4.3 03 1.1 1.6 1.0 1.6 1.4 1.2 | 
EE a 61.6 60.7 64.5 61.8 64.3 63.7 58.5 61.5 | 
I eT en 4.0 4.0 3.7 4.5 4.2 4.2 4.7 4.9 | 
Manufacture and Miscellaneous.. 21.6 26.5 23.6 23.9 23.9 22.2 27.2 26.1 | 

a es -s £4 2.3 2.4 2.81 27 2.7 2.1 
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HE traction industry is on its 
T way back to prosperity. 

It cannot be long before the pub- 
lic will have awakened to the change 
that has taken place in this six billion 
dollar investment field, and then the 
one real difficulty that now exists will 
have been solved—that of securing 
needed capital at reasonable rates for 
necessary expansion and improve- 
ments. 

Other post-war problems such as 
high operating costs and bus compe- 
tition are no longer matters of real con- 
cern to the more efficient and progres- 
sive traction companies. Operating 
costs have been reduced by the applica- 
tion of common sense business methods, 
by the use of labor saving devices that 
have been the product of necessity, and 
especially by the greater use of the one- 
man car. Less than five years ago, the 
great majority of street cars in opera- 
tion were of the two-man type, and 
labor constituted about fifty per cent of 
total operating expenses. Today, many 
traction companies are almost entirely 
equipped with one-man cars with a 
large saving in labor costs. 

This is one change that has come 
about. A better understanding has also 
arisen in regard to the motor bus and 
instead of being condemned by them, the 
more progressive traction organizations 
are now pressing them into service as 
a further means of reducing costs and 
eliminating the competition that has 
been developing under independent bus 
operation. It is estimated that 140 elec- 
tric railway companies are now operat- 
ing nearly two thousand buses in con- 
nection with their existing lines, and it 
is no secret that more than a dozen 
trolley companies have torn up their 
tracks entirely and are now operating 


rubber. ; 
——— with the improvements in 
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Favorable Developments in Industry—Which Securities 
Should Be Selected ?P — Those to 


By JACKSON MARTINDELL 


operations already noted, the industry 
has recently been favored with better 
public relations, which is a point of no 
little importance. Rate schedules have 
been allowed in most cases in accordance 
with the principle that.a public utility 
is entitled to earn a fair return upon its 
property valuation, that is, except in 
those isolated cases where a binding 
contract has been made as for instance 
in the City of New York. The average 
cash fare charged by electric railways 
operating in 288 cities is now about 
7.40¢ compared with but 5c in 1918. 

It is only natural that one should 
wonder why it is, that with rates now 
on a favorable basis and costs reduced, 
the great majority of traction com- 
panies are not making real profits at 
the present time. The answer is that 
the tractions are still forced to pay ex- 
orbitant tax bills; these tax bills 
amount to about ten cents on the dollar 
of gross revenues and must be taken 
into account in the making of rates. 
Thus rate schedules are fixed at high 
levels and riding on street cars is dis- 
couraged to just that extent. Another 
factor until recently has been the bus 
competition in many parts of the coun- 
try and still another factor has been the 
exorbitant ‘prices paid on borrowed 
capital, the amount raised being insuf- 
ficient to buy needed equipment. In 
other words, it has not been possible 
for most organizations to keep their 
plants in good physical condition which 
is always conducive to greater gross 
revenues, lower operating costs and 
larger net profits. 

In spite of these handicaps, the in- 
dustry is not badly off at the present 
time. The past year established a 
record for the number of cars in ser- 
vice, for the number of car miles run, 
the number of passengers carried, and 
the gross revenues received. There 
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should be further new records estab- 
lished during the current year. The 
greatest headway is being made by 
fairly large organizations, with the 
small unprogressivé companies in rural 
sections going from bad to worse. In- 
terurbans have not been doing so well 
until lately, but many of these systems 
are expanding their operations to the 
hauling of freight and promise to make 
an increasingly good showing during 
the next few years. 


Several Prosperous Companies 


As a means of illustrating the diverse 
conditions that exist in the traction in- 
dustry, several organizations may be 
mentioned in detail which are probably 
more or less unfamiliar to the reader. 
While the majority of traction com- 
panies have suffered severely within 
the past few years, there are several 
that have never lost their high credit 
standing or sacrificed their earning 
power. One of these is the Cleveland 
Railway Company. With the Denver 
Tramways, the United Railways of St. 
Louis, and the Kansas City Railways 
in receivership—and these were all 
formerly prosperous companies—the 
Cleveland Railway Company is earning 
and paying 6 per cent annually on its 
capital stock. Furthermore it has 
earned on the average of 8 per cent an- 
nually on its capital stock during each 
of the past three years. 

The company’s equipment is in good 
condition, and it has a favorable fran- 
chise extending until 1944 under which 
it is entitled to receive an amount in the 
way of net earnings sufficient to pay a 
six per cent return on its stock issue. 

Another company which is now en- 
joying prosperity to a marked degree is 
the Eastern Massachusetts Street Rail- 
way Company. The operations of this 
































traction system furnish a very good 
illustration of just what has been ac- 
complished by the more progressive or- 
ganizations during the past few years. 
The company was formed in 1919 to 
take over the assets of several other 
traction organizations and its opera- 
tions were put under the control of five 
trustees for a period of ten years, each 
being appointed by the Governor of 
Massachusetts. Furthermore, these 
trustees were given authority to fix 
rates sufficient to allow a six per cent 
return on property valuation. 

The results obtained by the Eastern 
Massachusetts Street Railway Com- 
pany have been nothing short of re- 
markable. Its 750 miles of lines in and 
to the North and South of Boston have 
been placed in excellent condition. Dur- 
ing the past four years, the company 
rebuilt and overhauled more than 346 
miles of tracks out of a total rebuilt by 
the whole industry of but 2,100 miles. 
When it is considered that there are 
more than 44,000 miles of tracks in op- 
eration the significance of this road’s 
accomplishments can be appreciated. 

While discussing the affairs of this 
company it might be well to point out 
other matters which should be taken 
into consideration in the choice of trac- 
tion securities at this time. These are 
net earnings, financial condition and 
changes in capital structure. At the 
close of 1921, the funded debt of East- 
ern Massachusetts Railway in the hands 
of the public amounted to 29.1 million 
dollars. On December 31 last, the same 
figures had fallen to 25.7 millions. At 
the close of 1923, net working capital 
amounted to 6.8 millions. The company 


in the West have made wonderful 
strides in developing short-haul freight 
traffic on a paying basis. And added 
to this, they have inaugurated express 
passenger service and installed dining 
cars, sleepers and chair cars. Several 
traction systems have accomplished so 
much in this direction that they are 
entitled to be classed as full-fledged 
railroads in the usual sense of the 
word. 

The Chicago, North Shore and Mil- 
waukee is an outstanding example of 
this. Its lines extend 85 miles from 
Chicago to Milwaukee over a rock bal- 
lasted roadbed, and private right of 
way. Its double tracks are laid with 
100-pound rails over which trains are 
run on schedule with dining cars and 
parlor observation cars attached. Mo- 
tor buses are used as feeders to the 
road or a sort of supplementary ser- 
vice. 

Freight service has been developed 
to such an extent on the Chicago, 
North Shore and Milwaukee that it 
now provides very nearly twenty per 
cent of total revenues. In 1923, gross 
revenues amounted to 5.9 million dol- 
lars compared with but 1.1 million in 
1916 which illustrates the exceptional 
growth in business. Each of the past 
eight years have witnessed a steady 
increase in the company’s gross reve- 
nues and gross income has shown a 
continuous increase with the single ex- 
ception of 1919. Fixed charges have 
been earned by a substantial margin 
in each year of the past eight, gross 
income for the past year amounting to 
1.2 million dollars compared with fixed 
charges of but $552,000. The First 





amount of about 4 million dollars and 
in view of the prosperous operations 
of the Chicago, North Shore and Mil- 
waukee, and its favorable financial 
condition they are entitled to a very 
good investment rating. 

This road has also made quite some 
headway in the matter of bettering its 
credit position. Not very long ago a 
customer ownership policy was adopted 
and 7% preferred stock offered to em- 
ployees and the public at par. The 
success of the undertaking is illus- 
trated by the fact that 70% of all em- 
ployees and 4,000 customers became 
stockholders. 

The efficient transportation of in- 
habitants within densely populated sec- 
tions of the country demands that the 
companies conducting operations must 
either have unlimited financial re- 
sources or else be enabled to earn a fair 
return on their property, and a return 
sufficiently large to attract new capital. 

But this does not mean that these 
local transportation companies will in 
all cases be traction companies. In 
many instances, the traction companies 
will fade out of the picture altogether, 
and new bus companies will succeed 
them. For this reason, it is essential 
that only the securities of traction com- 
panies having or that will ultimately 
have complete control of the bus situa- 
tion in their territories be purchased. 
Their franchises should either be in 
perpetuity or for a reasonable length 
of time and should contain no burden- 
some restrictions. 

If these precautions and those previ- 
ously mentioned are taken, the investor 
in traction securities need have no fear 
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Why Bank Stocks Have Advanced 


in Price 


And What, If Any, Justification There Is for 
Anticipating Further Advances in the Future 


By RALPH RUSHMORE 








HIRTEEN months a of bank-stock investments 
ago, an article was | has been emphasized by 
published in these The Gain in Bank Stocks Since subsequent events. 
columns. discussing the We have seen, in the 
merits of Bank Stocks as August, 1923 months elapsing since this 
investments. The general particular collection of 
conclusion reached in the 7——Price—_, “reasons” was first pub- 
article was indicated by | —™ yt Dtiite lished, a most impressive 
the eats | under _ (Offered) (Bid) (In %) illustration of Reason 
it appeared, i. e., “There — aes 0 No. 1, i. e., the essential 
Are Nine Good Reasons Amer. Exch. National... 293 328 12% nature of the banking 
for Buying Bank Stocks.” Chase National ......... 345 365 6% | business. The illustration 
Following - publication . — - , 0 is to be found in the close 
of the article, a compara- Caeastont National ..... 535 572 7% correspondence __ between 
tive table of Bank Stock Mr stcecheeackevansteve 348 395 13% | the improvement in bank 
Statistics was compiled ° earnings since 1921 and 
and made a fairly regu- Commerce ..........--. 290 343 18% the improvement in gene- 
lar feature : the Maga- Er ee 1215 1820 50% ral business since that 
zine. Also, frequent ref- Tr time. According to a tab- 
erences to individual HANOVER .........-- 685 890 30% ulation by the writer, 
bank-stock opportunities ee 340 420 24% based on the shown an- 
were published here. nual surpluses and the 
Park seweeccesiose 064064 422 430 2% | cash - dividend disburse- 
Advances in Bank Stock ments of ten leading New 
Prices Ts = _ —_——- _ York City institutions 











Since the original article appeared, 
bank stocks have enjoyed substantial 
activity and have, in most cases, scored 
sizeable price advances. Thus, as 
shown in one of the several exhibits 
attached to this present article, the 
present price of First National Bank, 
at $1,820 per share, is approximately 
50% higher than its price of thirteen 
months ago; that of Hanover National 
is some 30% higher; that of Harriman 
National has gained about 24% and 
of Commerce 18%, while the other bank 
stocks shown in the table herewith 
have advanced from 2% to 13%. 

These price gains, coupled with the 
data on bank stocks published here 
could scarcely be claimed to represent 
effect and cause. While a good many 
readers of the Magazine probably were 
led to establish bank-stock commit- 
ments by the things that were said, 
it must obviously have 
required something more than sporadic 
buying by our readers to produce such 
an upswing as has been witnessed. 

At the same time, the analyses 
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offered here, and the price gains which 
have followed them, have undoubtedly 
impressed a large number of readers 
and nurtured an interest in bank 
stocks such as might not otherwise 
have developed. You cannot flatly and 
plainly advise investors to make com- 


mitments in a certain security group,’ 


and then have that group advance sub- 
stantially in market value, without 
creating interest and encouraging fur- 
ther investigation. 

In view of the interest which has 
been aroused, then, and because no ex- 
tended discussion of bank stocks has 
recently been published here, it seems 
timely and pertinent to devote some 
space to the group at the present time 
and present further data such as may 
be of value and interest to bank-stock 
holders, whether actual or potential. 


Those “Nine Good Reasons” 


It may be said at the outset that the 
validity of the “nine reasons” (later 
expanded to ten) which were advanced 
in the original article in commendation 


(which tabulation prob- 
ably errs—on the conservative side), 
the 1923 earnings of the banking group 
exceeded 36 millions in 1923, against 
31 millions in 1922 and 24 millions in 
1921. Of course, the normally helpful 
effects of increased business activity 
were accentuated, in the case of the 
banks, by the price recovery which took 
place, as well as the liquefaction of 
credits. 


The Banks’ Steady Growth 


Reason No. 2 cited “the steady 
growth record of most banking institu- 
tions.” Perhaps this might have been 
more conservatively worded by substi- 
tuting the word many for most; yet, 
in the cases of the leading New York 
City banks, to which the original state- 
ment was explicitly confined, it seems 
quite unchallengeable: 

In the last twenty years, from 1903- 
1923, inclusive, and on the basis of 
three-year averages, the gross earn- 
ings (determined in the manner de- 
scribed above) of ten leading New 
York City institutions have grown as 
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2) a Growth-Record of 
Banking Institutions. 


(5) Frequency of Stock “Melons. 
(6) Low Capitalization of Most Banks in 
With Volume of 

| Business Handled. 

| (7) Absence of Prior Security 

| Obligations. 

(8) Liquidity of Bank Assets. 

(9) Minimization of Business Risk by 
Federal and State Supervision. 

(10) Tax Exemption. 





* “With reservations,” 


true, is unfavorable. 





Favorable and Unfavorable Features of Bank Stocks as 


Investments 
(Reprinted from The Magazine of Wall Street, August 18, 1923) 
FAVORABLE: UNFAVORABLE: | 
1) Essential Nature of B B (2) Poor Marketability.* 
f ost (2) Low Income Return.* 


which is to say that this factor is of doubtful significance since 
it cannot be applied to bank stocks generally, although it is true in many cases, and where | 


t Of little consequence, except in case of new and untried institutions. 


(3) Double Liability.t 

(4) High Market Price Per Share.* 

(5) Meagerness of Information as to Cur- 
rent Activities of Issuing Institution. 














shown in the following tabulation: 

In Millions 

of Dollars 
1908-5 , AVOPABS ...cccccce 12.60 
1906-8 , jill Fe ener see 19.20 
1909-11, ane err 19.80 
1912-15, ~  Wedtncirametion 18.30 
eee 23.80 
1921-23, ees 30.90 


It will be noted that, in the above 
tabulation, the particularly abnormal 
period 1918-1920, inclusive, is ignored. 
As a matter of fact, the average shown 
for this boom period, was nearly 41 
millions. 

Attached hereto is a comparison of 
Deposits, Surplus & Profits, Capital 
ind Yearly Dividends Paid for the 
ears 1903 and 1923, respectively. 
Here is revealed the impressive fact 
that, against a combined capital today 
earcely more than twice that of 1903, 
deposits are over 4 times as big, sur- 


) plus and profits some 3% times as big 


and the dividends the banks were able 
to pay in 1923 over 3 times what they 
aid twenty years previous. 

The “Accuracy of Book Value as an 
Index of Real Worth”—Reason No. 4— 
needs no comment. As to No. 5—“Fre- 
quency of ‘Melons’,”—and No. 6—“Low 
Capitalization of Most Banks”—the 
following may be noted: 

Based on the writer’s estimate of 
approximately $37,000,000 for the com- 
bined earnings in 1923 of the ten New 
York institutions selected, and in terms 
ot their capital stock at the close of last 



















year of 124.5 millions, it is evident 
hat the return on the capital mea- 
sured by the shown earnings exceeded 
21%. As a matter of fact, the actual 
earnings of the institutions would be 
‘onsiderably in excess of this figure 
vere the earnings of allied securities 
‘ompanies, operated by many of the 
anks, taken into consideration. 

With the growth of our banking in- 
titutions, attributable largely to the 
growth and concentration of the na- 
ion’s business, but also attributable 
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to the excellent management they en- 
joy and the extension of their facili- 


ties, numerous increases in capital 
have become desirable. As a result, 
searcely a stockholder in any New 


York City bank has failed to profit 
from frequent 
stock or cash. 
stance, Chase National Bank has in- 


creased its capital four times since 

1903, as shown in the following: 

Year End Capital 
PE pe $1,000,000 
eae 5,000,000 
et i ccncietinadidies 10,000,000 
SPEER RR: 15,000,000 
(ERNIE 20,000,000 


“melons,” 
To take a typical in- 


Where the capital has not been in- 


whether in 


creased, an equally satisfactory devel- 
opment from the investor’s point of 
view has been frequent and sizeable 
cash dividends. Thus, here are the ex- 
tras which the records show to have 
been paid by the famous First National 
Bank since 1903: 


Cover eccccovesuee $10,000,000 
800,000 
1,000,000 
- 1,000,000 
iehdkeCes~wh teen's 1,000,000 
1,000,000 

1,000,000 
1,000,000 
1,000,000 
2,000,000 
1,000,000 
1,000,000 
1,000,000 
1,000,000 
1,000,000 
1,000,000 


The remaining reasons advanced in 
our original article are shown in an- 
other of the exhibits attached hereto. 
They require no elaboration. 


re Bank Profits to Decline? 


In the foregoing, the validity of the 


“Ten Reasons” for investing bank 
stocks appears to have been pretty 
firmly established. The question in 


the investor’s mind now, however, is 
whether fundamental conditions have 
not shifted sufficiently to counteract 
these reasons ana to detract from the 
desirability of bank-stock investments 
at the present time. Thus, investors 
will point to the abnormally low money 
rates now prevailing and ask whether 
this factor is not bound to restrict the 
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Soe ayer eererrer ey —— —— ——___ — 
Ten Leading New York Banks of Today as Compared 
With 20 Years Ago , 
Aggregate Dep. Surplus & Profits Capital Divs. Paid 
(in Millions) (In Millions) (In Millions) (In Millions) 
1903 1923 1903 1923 1903 1923 

Feb.6 Dec.31  Feb.6 Dec.31 Feb.6 Feb. 6 1903 1923 

| Am, Exchange... 833 144.6 3.8 7.8 5.0 5.0 0.40 0.75 

ye eee 49.4 437.3 3.5 28.7 1.0 20.0 0.16 3.25 
| Chemical ........ 27.8 129.0 7.4 16.7 0.3 4.5 0.45 108 | 
Ti cncdncuns 148.3 616.7 16.2 52.0 25.0 40.0 2.00 640 | 
Commerce ....... 68.6 448.0 8.0 39.0 10.0 25.0 0.90 400 | 

aN 76.6 254.0 129 59.3 10.0 10.0 2.00 5.00 

Garfield ........ 7.4 17.1 1.2 1.6 1.0 1.0 0.19 © 0.15 
Hanover ........ 61.0 147.0 61 22.2 3.0 5.0 0.30 120 | 
Park ...... 72.0 172.5 46 23.6 20 10.0 0.51 240 | 
Seaboard ........ 16.5 113.0 1.3 1.3 0.5 4.0 0.30 0.54 | 

TOTAL ...... 560.90 2,479.20 65.00 253.20 57.8 1245 6.94 24.72 
ie ee - | 














earning powers of banking institutions 
so long as it lasts. Other investors 
read in the operations of the Reserve 
System a factor tending to reduce 
inter-bank affiliations and the earnings 
formerly accruing from such affilia- 
tions. Still others point to the pros- 
pective (?) shifting of the trade and 
financial balance towaru foreign coun- 
tries, and suggest that a contraction 
in business activity must follow here, 
with a consequent diminution of bank 
earning power. 

The answer which any student of 
banking is bound to give to any or all 
of these questions is certain to be a 
trifle unsatisfactory to investors. It 
certain to sound like a quibble. That 
answer is: It all depends upon the 
individual institution. In other words: 

You cannot foretell the fortunes of 
banks as a whole without risking a 
serious misrepresentation of the for- 
tunes of individual banks. 


Convincing data in support of this 
contention could be supplied in almost 
unlimited amount. Thus, I could cite 
the case of one institution which, dur- 
ing the war period, should by all gen- 
eral standards have been at the height 
of its prosperity but which, due to a 
type of commitment that the institu- 
tion assumed in particularly large 
volume, was actually set back several 
years. Or of another institution which, 
due to the affiliations of its manage- 
ment and the specific interests of its 
chief executive officers, has been able, 
in the last five years especially, to 
score far greater success than that 
enjoyed by any group of banks in the 
country, proportionately speaking, and 
as great success as any other individ- 
ual bank. 

I could cite the case of a certain 
institution in the State of New York— 
a state bank—whose organization in a 
certain community, by a certain per- 


sonnel, almost alone accounted for one 
of the most phenomenal successes the 
bank world has seen—a success mea- 
sured by the fact that today four fig- 
ures are bid for the stock of this insti- 
tution. Or the case of another insti- 
tution whose particularly excellent 
management (I suppose it must have 
been a case of management) has car- 
ried it along, year after year, for at 
least twenty years, through all the 
vicissitudes which these last 20 years 
have entailed, without once lowering 
its dividend payments and without 
once failing to obtain a substantial re- 
turn on its capital. 
Such evidence as that hinted at in 
the foregoing must convince the inves- 
tor of the unwisdom of attempting to 
foretell what the future will bring for 
the banking world as a whole. Indeed, 
one might almost as wisely attempt 


to foretell the future of business as a — 


whole. It stands to reason that, with 
banks under individual management, 
making their own individual commit- 
ments, and the activities of some, in 
fact, greatly differing from those of 
others, a future which might mean 
much to some might mean quite the 
opposite to others. 


The Banking World’s Outlook 


Could we consider the banking world, 
as a whole, making allowance for the 
special nature of individual cases, these 
answers occur to the questions repeated 
above as to the future of bank-stock 
investments: 

First, it is probably true that the 
contraction in interest rates spells a 
smaller margin of profit for banking 
institutions on individual transactions 
But it does not necessarily follow that 

(Please turn to page 56) 
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ee LL __—_—_—_—_—_—_—_——————— ne —oeeeeene 
The Impressive Record of Two New York Institutions 
(First National Bank and Hanover National Bank) 
Capital Dividends Paid Added to Surplus Total Earnings 
Year* First Hanover First Hanover First} Hanover First 7 Hanover 
ee $10,000,000 $3,000,000 $2,000,000 $300,000 $669,700 $461,800 $2,669,700 $761,800 
BEG. cocewes ng m 2,000,000 300,000 826,600 251,200 2,826,600 551,200 
arr 2,000,000 360,000 1,554,700 294,100 3,554,700 654,100 
a ere 3,000,000 420,000 2,226,500 781,900 5,226,500 1,201,900 
Se 3,200,000 480,000 1,424,600 1,171,900 4,624,600 1,651,900 
Se 13,200,000 480,000 D 2,461,700 967,000 9,738,300 1,447,000 
ee 4,000,000 480,000 2,736,400 1,111,500 6,736,400 1,591,500 
aaa 4,200,000 480,000 1,104,500 908,800 5,304,500 1,388,800 
SN 46 6000 4,600,000 480,000 1,071,300 882,500 5,671,300 1,362,500 
see 5,000,000 480,000 D 44,200 788,500 4,955,800 1,268,500 
7 see 5,000,000 480,000 289,100 900,900 5,289,100 1,380,900 
eer 5,000,000 540,000 634,200 587,700 5,634,200 1,127,700 
i errr 5,000,000 600,000 2,163,900 230,900 7,163,900 830,900 
ee 5,000,000 690,000 1,484,400 685,400 6,484,400 1,375,400 
Di cncw ens 6,000,000 720,000 3,705,900 D 111,900 9,705,900 608,100 
Saree . a 5,000,000 720,000 1,554,700 1,079,700 6,554,700 1,799,700 
casein “3 5,000,000 960,000 3,127,100 1,943,800 8,127,100 2,903,800 
a = 3 5,000,000 960,000 4,139,200 1,407,700 9,139,200 2,367,700 
a in = 5,000,000 960,000 3,521,700 850,400 8,521,700 1,810,400 | 
#2 5,000,000 5,000,000 1,080,000 10,292,300 D 466,600 15,292,300 2,613,400 | 
EE “ = 5,000,000 1,200,000 7,734,700 1,303,100 12,734,700 2,503,100 
* Allowance must be made for discrepancies in respect to the “yearly” periods, since the comparisons are between statements | 
filed at the last Comptroller’s call in each year, but not always on Dec. 3lst. Sf 
+ Without including earnings of the First Securities Co., capitalized at $10,000,000, whose stock was distributed as a 100% divi- 
dend in 1908. 
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Three Interesting Security Switches 


How Holders of Three Well-Known Com- 


mon Stocks May Improve Their Position 





Switch from: 
National Enameling common 
Paying no dividends—selling at 21 
To: 
Hudson & Manhattan common 
Paying no dividends—selling at 22 








Switch from: 
National Biscuit common 
Paying $4 dividends—selling at 74 
To: 
Westinghouse Electric common 
Paying $4 dividends—selling at 62 








Switch from: 
Famous Players common 
Paying $8 dividends—selling at 83 
To: 
Federal Lt. & Tr. common 
Paying $7 dividends—selling at 88 











XCEPT for the war years 1916 to 
E 1918 and the ensuing boom period 

of 1919-20, National Enameling’s 
record of earnings is not impressive. 
Foreign competition has, of late, devel- 
oped to such an extent as to hold sell- 
ing prices of household utensils, the 
company’s chief products, to unprofit- 
able levels in the face of rising operat- 
ing costs. A new mill was completed 
at Granite City, Illinois, in 1923 where 
sheet steel for automobiles is being 
produced, but the value of this plant 
as a source of income has yet to be 
demonstrated. 

Dividends on the common stock were 
passed in February of the current 
year. An examination of the balance 
sheet, as of December 31, 1923, shows 
working capital of 6.47 million dollars 
but it is significant that inventories 
made up approximately 72% of the 
11.18 millions of current assets, indi- 
cating that the company must enjoy 
an era of much better earnings than 
in the recent past, if working capital 
is to be restored to sufficient liquidity 
to justify renewal of dividends on the 
common shares. 

The Hudson and Manhattan Rail- 
road is unique, in that, while the na- 
ture of its traffic and territory cov- 
ered make it essentially a_ traction 
company, the fact that its lines extend 
from New York to points in New Jer- 
sey brings the system un- 
der the jurisdiction of 


[N suggesting this switch, there is no 

intention to cast any reflections on 
National Biscuit common which is, ad- 
mittedly, a strong security. The com- 
pany recently declared an extra of $1 
in addition to the regular 75 cents a 
share quarterly dividend, but the stock, 
including the extra just paid, is now 
selling on a basis to yield only 5.4% 
while Westinghouse, paying a regular 
dividend of $4 a share per annun, sell- 
ing twelve points lower, offers a re- 
turn of 6.5% and appears to have long- 
pull possibilities equal to those of Na- 
tional Biscuit. 

Westinghouse has reinvested a sub- 
stantial share of net earnings in its 
business in past years and, in view 
of assured growth of the electrical in- 
dustry, should continue to experience 
appreciation in earning power in fu- 
ture years. Hence, while both stocks 
are established on a sound investment 
footing, Westinghouse appears the 
more desirable at this time as it has 
not so liberally discounted its position 
as National Biscuit. 

It would seem, moreover, that Na- 
tional Biscuit has approached the limit 
of probable dividend disbursements in- 
asmuch as the present $4 rate compares 
with earnings of $5.05 a share for the 
$25 par value common shares in 1923 
and current income equivalent to $6 
per annum, 


‘THE moving-picture industry has 

not yet reached the stage of de- 
velopment necessary to remove its se- 
curities from the speculative class. 
While Famous Players-Lasky is one 
of the best known and important inter- 
ests in the field, the company has had 
to face competitors who are becoming 
increasingly formidable. This fact un- 
doubtedly accounts, at least in large 
measure, for the perceptible trend to- 
ward lower net earnings since 1920. 
Earnings of $4.32 a share for the first 
six months of 1924 were barely suffi- 
cient to cover the common dividend. 
While it is probable the last half will 
show improvement, this margin is not 
wide enough to assure their safety in 
the event of untoward developments 
inasmuch as the company’s financial 
position is not what it should be. In- 
ventories comprise approximately 75% 
of net assets and if this item were 
eliminated from -yorking capital, there 
would be an excess of 2.29 million dol- 
lars of current liabilities over current 
assets. 

Federal Light & Traction, on the 
other hand—a holding company con- 
trolling 21 public utility subsidiaries 
operating in the Southwest and Pa- 
cific Northwest—has shown consistent 
growth in earning power during the 
past several years. Earnings available 
for dividends on the common stock 

were equivalent to $18.75 
a share in 1923 and will 





the Interstate Commerce 
Commission and it is, 
therefore, free from the 
disturbing influence of lo- 


Earned per Sh: 

cal political attack. wee ot Div. Pris 

Earnings have shown From 1923 1924 ($) 
consistent growth and National Enameling . 3.66 - - 21 
have now reached the | To 
point where continuation Hudson & Manhattan. 2.75 1.80 22 
of recent improvement From 
will ultimately lead to 
consideration i divi- National Biscuit ..... 5.05 2.78 4 74 
dends for the com- To 
mon stock. This issue Westinghouse Electric 8.19 4 62 
would seem to offer much 
bett ibilities f — 
hos a Gen oe lle Famous Players ..... 13.69 4.32 8 83 
Enameling. The 5% non- To ; . J 
cumulative preferred Federal Lt. & Traction 18.75 6.90 *7 88 





shares received their ini- 
tial dividend in August, 
1923, 


Three Desirable Switches 


* Pays $4 in cash and $3 in 6% Cum. Pfd. stock. 


> Yield 


probably approximate this 
showing in the current 
year. At present, there 
are 61,000 shares of no 
par value outstanding. 
Dividends are being paid 
at the rate of $1 cash and 
75 cents in 6% cumula- 
tive preferred stock quar- 
terly. 

Though Federal Light 
is selling about five points 
above Famous Players, 
6.5 returning 7.5% compared 
with a yield of 9.6%, the 
greater stability of its 
earnings makes it the 
more desirable specula- 
tive investment, particu- 
larly in view of the con- 
fused outlook for the 
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motion-picture issue. 
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Five Strongly Protected Stocks 


Still Selling Near Their Low Prices of 
the Year and in a Position to Advance 


LTHOUGH stocks have had an 
important upward move this year 
and the averages have been and 

are still practically higher than any 
level reached since the bull market of 
1919, a great many issues have not 
participated in the advance to any 
important degree. In a market situa- 
tion such as exists at present, it is 
well worth while to carefully consider 
such issues as are still selling at rela- 
tively low levels in an endeavor to dis- 
cover among them sound stocks which 
may reasonably be expected to give a 


NATIONAL National 
SUPPLY 


Supply, with 
its subsidiaries, is 
engaged in the manu- 
facture and sale of equipment, ma- 
chinery and supplies for all branches 
of the oil industry including such items 
as drilling machinery, engines, pipes, 
tools, etc. It is the largest oil well 
equipment organization in the country 
and receives a very large percentage 
of the Standard Oil business. 

The company’s prosperity is, of 
course, dependent to a large degree on 
the extent of drilling operations, and 
earnings fluctuate according to the de- 
gree of activity in this branch of the 
oil industry. In 1923, for example, 
there was great activity in develop- 
ment work in the first six months and 
in that period National Supply earned 
$11.50 a share on the stock. By the 
middle of the year, the over-production 
of petroleum caused a general shut- 
down of drilling operations and earn- 
ings in the last six months conse- 
quently dropped off to $3 a share. The 
year 1924 opened with field operations 
at a low point and, while there was 
steady improvement in the first few 


_ NATIONAL SUPPLY | 
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By FRED L. KURR 


good account of themselves in future 
markets. 

In this article, five stocks are briefly 
discussed. These issues are now sell- 
ing within a few points of their record 
low price this year. In each case, the 
company is in strong financial condi- 
tion, the management deserving of con- 
fidence and the earnings record satis- 
factory. In view of the present high 
average price level of the market, 
these five issues appear to be selling 
out of line and are worthy of careful 
consideration. 


months, over-production again made 
its appearance and since the middle 
of the year drilling operations have 
fallen off. In the first half of 1924, 
National Supply earned $4.12 a share 
on its stock and for the full 1924 year 
not over $8 a share is likely to be re- 
ported which would compare with 
$14.66 a share earned in 1923. 

This decline in earning power un- 
doubtedly accounts for the unsatisfac- 
tory market action of the stock and 
present relatively low prices. There 
are many sound reasons for the belief, 
however, that at present levels the 
stock is quite cheap. In the first place, 
current comparatively low earnings 
are due simply to temporary conditions 
in the oil industry, which are not likely 
to continue for very long. In the sec- 
ond place, the company is the most im- 
portant factor in its industry and, in 
view of the close business relations it 
has always maintained with the Stand- 
ard Oil interests, it will in all proba- 
bility continue to receive the cream of 
the business. 

National Supply Company has fol- 
lowed the traditional policy of the 
larger Standard Oil organizations in 
regard to paying conservative divi- 
dends, thereby building up a strong 
cash position. As of June 30th, 1924, 
current assets totalled 32 millions 
against current liabilities of 7.3 mil- 
lions, giving a working capital of 24.7 
millions. After deducting the pre- 
ferred stock outstanding, the working 
capital of the company alone is equal 
to $67 a share on the common stock or 
$12 a share more than the current 
market price. When it is considered 
that the company has other assets, in- 
cluding modern rlants and equipments 
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valued at 7.8 millions, equities behind 
the common shares are unusually 
large. 

Dividends at the present time are 
being paid at the rate of $3 a share 
on the common stock which, at pres- 
ent levels of 55, only gives a return 
of 5%%. However, in June, the com- 
pany declared a stock dividend of 10% 
and when conditions in the oil indus- 
try are again favorable there is every 
reason to believe extra payments will 
again be made. This issue is attrac- 
tive for a long-pull. 


ASSOCIATED Associated Oil owns 


OIL or leases nearly 70,- 
000 acres in and 
adjacent to the various producing 


fields in California, as well as acreage 
in Alaska, Colorado and Texas, al- 
though the latter is still classed as 
“wild-cat.” The principal refinery, 
located on San Francisco Harbor, has 
a daily capacity of 50,000 barrels of 
crude. The company owns or has an 
interest in pipe lines connecting the 
producing properties with its refinery 
as well as extensive marketing facili- 
ties, including 161 service stations and 
61 distributing plants. The storage 
capacity of its tanks and reservoirs at 
the present time is about 22 million 
barrels. 

In 1923, when $3.39 a share was 
earned on the stock, earnings were 
augmented to a certain extent by the 
flush production in the southern Cali- 
fornia fields but this favorable devel- 
opment was more than offset by the 
low prices prevailing in the last six 
months. For the first six months of 
1924, nearly $2 a share was earned on 
the stock and, as the price of Califor- 
nia oil has not been reduced as in the 
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case of the Eastern fields, earnings in 
the last six months should be just as 
favorable. These earnings are after 
liberal deductions for depreciation and 
depletion. 

As of December 31, 1923, current 
assets totalled 33.3 millions against 
current liabilities of 9.3 millions, leav- 
ing a working capital of 24 millions. 
Capitalization consists of 24 millions 
funded debt and 2,240,000 shares of 
stock of a par value of $25, the par 
value having been reduced from $100 
a share in August, 1923. 

Dividends at the rate of 6% per an- 
num ($1.50 a share on the $25 par 
value stock) have been paid on the 
stock since 1920, the rate for several 
years preceding that date having been 
5%. Earnings for the past five years 
have averaged over 2% times dividend 
payments and when the large deduc- 
tions made for depreciation and deple- 
tion are taken into consideration, it is 
obvious that the company has plowed 
back into the property by far the 
greater part of its earnings. 

Although the stock at present levels 
of 29 only returns 5.3% it is an attrac- 
tive long-pull holding, for ultimately 
the large equities which have been 
built up for the stock will accrue to 
the benefit of the shareholders. Asso- 
ciated Oil is controlled by Pacific Oil 
through ownership of majority of 
stock and it is probable that at some 
future time these two companies will 
be merged. 


AMERICAN American Steel Foun- 
STEEL dries Company manu- 
FOUNDRIES factures steel castings 

of every kind, its prin- 
cipal products. consisting of railroad 
car wheels, bolsters for freight cars, 
brake beams and springs. 

Earnings are subject to rather wide 
fluctuations depending on general bus- 
iness conditions. However, the com- 
pany in periods of unusual prosperity 
retained the major portion of its earn- 
ings and has built up so sound a finan- 
cial structure that it should be able 
to continue dividend payments when 
business declines. 

In 1923, the demand for its products 
was very heavy, due to the unusual 
prosperity of the railroads, and the 
dividend rate of $3 was earned more 
than three times over. In the current 
year, operations have only been at the 
rate of about 60% of capacity. De- 
‘pite this falling off, however, earnings 
for the nine months ended September 
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30th were sufficient to cover the full 
year’s dividend requirements with a 
fair margin, and earnings in the last 
quarter will be available for surplus 
account. 

As of December 31, 1923, current 
assets were 23.9 millions against cur- 
rent liabilities of only 3.7 millions, 
leaving a working capital of 20.2 mil- 
lions. Included in current assets were 
4.4 millions U. S. Government obliga- 
tions and 5.6 millions cash. The com- 
pany is entirely free of funded debt, 
capitalization consisting of 9 millions 
7% preferred and 720,000 shares of 
common stock of a par value of 
$3344. 

With traffic and earnings of the rail- 
road companies on the upgrade at the 
present time, the outlook for the com- 
pany’s business is reasonably encour- 
aging and in view of the strong finan- 
cial condition and the demonstrated 
earning power, the $3 dividend on the 
common stock can be regarded as rea- 
sonably well protected. At present 
levels of 36, the stock returns 8.4%, an 
unusually attractive yield under the 
circumstances. 


ILLINOIS Illinois Central is one of 
CENTRAL the most important. rail- 

road systems in the coun- 
try, operating 4,850 miles of main 
track extending from Chicago west- 
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ward to Fort Dodge, Sioux Falls, 
Omaha and Cedar Rapids, and from 
Chicago south via Springfield, St. 
Louis, Memphis and Jackson to New 
Orleans, with numerous branch lines. 

The common stock has one of the 
longest unbroken dividend records of 
any security listed on the New York 
Stock Exchange. Since 1860, stock- 
holders have received some return each 
year and for the past nine years the 
rate has been 7%. 

Including the compensation received 
during the years of Government oper- 
ation, Illinois Central earnings during 
the past nine years have averaged 
slightly over $12 a share on the com- 
mon stock and the $7 rate paid during 
this period can be regarded as decid- 
edly conservative. 

Large equities have been built up 
for the common shares. Figures re- 
cently given out by the Interstate Com- 
merce Commission placed a tentative 
valuation of 347 millions on the prop- 
erties of Illinois Central as of June 
30th, 1915. Subsequent investment in 


property of 175 millions between the 





date of valuation and December 31, 
1923, gives a total valuation at the 
close of last year of 565 millions, equal 
after allowing for funded debt and 
preferred stock, to $214 a share on the 
common. 

Net liquid assets together with out- 
side investments such as the Central 
Railroad of Georgia and the Madison 
Coal Corporation would add several 
additional millions to this valuation. 
On the basis of these figures, earnings 
of Illinois Central are still a long way 
from reaching the point where they 
would be affected by the “recapture” 
clause. 

Shortly after the Government re- 
linquished operation of the road in 
1921, the management embarked on an 
extensive 


improvement program in- 
volving expenditures of over 140 mil- 
lions. These improvements included 


new-line trackage, new yards, switch- 
ing and passing tracks, grade reduc- 
tions, a new Chicago terminal, etc. 
The major portion of this program has 
already been completed and has been 
instrumental in enabling the road to 
materially reduce operating ratio. For 
the eight months ended August 3\st, 
gross earnings fell off about 12 mil- 
lions whereas there was an increase in 
net operating income of 2 millions. 

In 1923, Illinois Central earned 
$13.55 a share on the common and in 
the current year it is probable that as 
much as $18 a share will be shown. 
With the improvement program largely 
completed and finances strengthened 
through the recent sale of additional 
common stock, the management would 
now be entirely justified in adopting 
a more liberal dividend policy. 

The recent sale of common stock has 
undoubtedly been a contributing fac- 
tor in keeping down the price of IIli- 
nois Central common, but in view of 
the strong position of this road there 
is no sound reason why it should lag 
so far behind other railroad issues and 
offers an attractive investment oppor- 
tunity at present levels of 107. 


ALLIED Allied Chemical & Dye 
CHEMICAL Corporation was _ incor- 
& DYE porated in 1920 as a 

consolidation of the Gen- 
eral Chemical Company, the Solvay 
Process Company, the Semet-Solvey 
Company, the Barrett Company and 
the National Aniline & Chemical Com- 
pany. This combination is the largest 


(Please turn to page 69) 
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—A New Series of Articles for Investors— 


Practical Points on Security Buying 


2.—What the Stock Buyer Must Know 
to Judge the Merits of Preferred Shares 





ries, we discussed the broad under- 

lying principles which should gov- 
ern the investor in selecting mediums 
for investment of his funds, with par- 
ticular reference to their application to 
bonds. In this article the most im- 
portant phases of preferred stock buy- 
ing are outlined, following the same 
method of treatment accorded bond 
issues. 

As in the former instance, no com- 
mitment should ever be made until 
careful investigation and study of all 
determinable factors have been com- 
pleted and the suitability of each se- 
curity has been fully established. As 
a class, preferred stocks are less 
adapted to the needs of the small 
buyer than bonds owing to the fact 
that they have, in most cases, a sub- 
ordinate claim upon assets and earn- 
ings. Fluctuations in market value 
are, accordingly, much wider and indi- 
vidual issues are decidedly more sensi- 
tive to changes in conditions surround- 
ing the issuing companies. 

It follows, therefore, that the ele- 
ments which determine the status of 
individual preferred stocks are not, in 
every case, the same as those which 
enter into an analysis of the various 
types of bonds, although the methods 
of procedure are essentially similar— 
the chief points of difference being the 
greater emphasis on earning power 
and the need for more minute dissec- 
tion of the factors that support it. 
While a company’s ability to maintain 
satisfactory earnings under all condi- 
tions is an essential test of the stand- 
ing of its bond issues, the security 
back of these obligations must be scru- 
tinized with equal care if a proper 
perspective is to be obtained. 

With preferred stocks, however, 
practically all tests resolve themselves 
into interpretation of past, present 
and future earning power for the rea- 
son that, as a general rule, safety of 
principal, as well as dividends, is de- 
pendent entirely upon this one factor. 
In times of stress, a company may 
suspend dividend payments on its pre- 
ferred stock without seriously impair- 
ing its credit but to default interest 
on bonded debt almost invariably re- 
sults in financial difficulties of the first 
order. Hence, bond interest continues 
to be paid during periods of tempo- 
rary adversity while dividends may 
not. 

Moreover, the fact that bonds are 
secured by a prior claim on assets is 
added assurance that, in the event se- 
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LT the preceding article of this se- 








HIS is the second of a series of three articles on the practical 
phases of investment in securities. The first article dealt with what 
the bond buyer should know and was published in the October 11 


issue. 
ing to preferred stocks. 


This article takes up in detail the essentials of buying as relat- 
The treatment, as witnessed by the page 


opposite, is entirely practical and terms are couched so that the main 


points will be easily understood by the average investor. 


We suggest 


that the tables presented with these articles be filed away by our read- 
ers for future reference and used in connection with their proposed 
investments. The next and final article will discuss the essentials of 


buying common stocks. 





curity holders are compelled to take 
over the company’s properties because 
of default, they will secure, even in ex- 
treme cases, much better treatment 
than preferred stockholders while, in 
the majority of instances, first mort- 
gage bonds are not even disturbed. 
Receivership proceedings ordinarily 
result in destruction of the equities 
back of preferred stocks, however, and 
it is for these reasons that their safety 
as investments is so largely dependent 
upon a continuation of satisfactory in- 
come. 

It is to be hoped, in any event, that 
our readers will be guided by the prin- 
ciples we are endeavoring to set forth 
in these articles, for if they follow 
them carefully, there should be no oc- 
casion for becoming involved in such 
extreme complications. 

What the Table Shows 

Referring to the table, it will be 
seen that two tests of earning power 
should be fulfilled before passing to 
investigation of the next qualification. 
It is not enough to know that a com- 
pany has a good past record of earn- 
ings since this is no guarantee that, 
under changing conditions, it will con- 
tinue to run true to the old form. 
“Eternal vigilance is the price of 
safety” and it is, therefore, impera- 
tive that the prospective buyer give as 
much, if not more, thought to the ques- 
tion of future earnings of the company 
whose preferred stock he intends to 
buy, as to the testimonial of past per- 
formance. 

To determine the immediate trend 
and outlook for earnings is not so dif- 
ficult as it might seem. The investor 
who will take the trouble to keep in 
touch with the ordinary sources of 
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trade and financial news should have 
no doubts regarding broad underlying 
tendencies, but should any arise, it is 
a simple matter to obtain reliable in- 
formation from competent sources. 

Once the primary test has been sat- 
isfactorily passed, investigation may 
proceed to the remaining points (it 
would obviously be unnecessary to go 
further should a stock fail to qualify 
under requirements [a] and [b] of 
question one). As already inferred, 
most of these resolve themselves, in 
the last analysis, into questions affect- 
ing earning power but are significant 
and helpful in throwing the search- 
light on the most remote phases of this 
important factor. 

The history of each security, record 
of the company’s management, nature 
of the industry, and lastly, position of 
the stock in reference to others, to- 
gether with the trend of the general 
investment market, are elements which 
will greatly influence a final choice. 

Though it is not possible to reduce 
all factors bearing upon the relative 
merits of securities to a formula, as 
expressed in such a table as the one 
here presented, the salient features 
can, nevertheless, be covered and, for 
all practical purposes, little additional 
information is required if investiga- 
tion along these lines is faithfully car- 
ried out. 

It may be well to point out, however, 
that many preferred stocks, like some 
bonds, are redeemable at certain prices, 
while others may carry conversion 


privileges which make them attractive | 


under certain conditions. A stock that 
sells above the price at which it is call- 
able is, of course, to be avoided unless 


there are reasons peculiar to the indi- 
vidual position of the shares that may | 


offset this disadvantage. Conversion 
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features should have no influence with 
the investor in making a choice, unless 
all other tests have been properly met 
and final choice rests between two or 
more equally desirable stocks, in which 
event, convertibility may carry weight 
affecting a decision. 

The investor will find, after a few 
excursions in the preferred stock field, 
that there is, on the whole, a wider 
variation in yields than in the case of 
bonds, and it is not always easy to 
draw the line between the high grade 
and medium grade issues on the one 
hand or between the latter and 
speculative descriptions on the other. 
An added standard, which may prove 
useful in judging the degre of security 
afforded in each case, may be called 
into service by referring to the record 
of earnings and dividends shown by 
the securities junior to the preferred 
shares, that is, the common stocks. 

It is clear that, a company that has 
paid conservative dividends consis- 
tently on its common stock over a pe- 
riod of years is well able to care for 
its senior obligations. Should condi- 
tions arise which make it necessary to 
suspend common stock dividends, the 
preferred shareholder may well begin 
a new investigation of his commitment 
to learn whether or not serious trouble 
is impending for him. 

It is, perhaps, needless to remind 
the reader that unusually high yields 
should be viewed with suspicion. 
Though it sometimes happens that 
these result from extraordinary cir- 
cumstances which, for a time, may 
force a stock into the bargain class, 
the investor with limited capital might 
best leave the search for such oppor- 
tunities to those who are in a position 
to take risks, at least until his capital 
has reached large enough proportions 
to justify a more ambitious program. 
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Cntiomes Bem oc cc ccccccccccccesccces 36 
TE GE n.n006646660006000066000 40088 50 
INDUSTRIAL 
American Steel Foundries..............- 37 
SE SENN cnccccccecécsseesenesees 37 
SD os ae d6600646evencéeucesnes 32 
SE Mi scogeneecnesuseceedoucess 71 
DOTENOND  accccccesccccecceosenes 35 
National Enameling ..........2..see0% 35 
National Blocult ....ccsccccscccccccces 35 
Preferred Stock Guide...........-.++4++ 40 
Victor Talking Machine...............+.-+ 71 
Westinghouse Electric .......--++-++++> 35 
PUBLIC UTILITIES 

Federal Light & Traction..............- 35 
Hudson & Manhattan...............-55: 35 
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Preferred Stocks 


REFERRED stocks were gener- 
P ally steady during the past two 

weeks, but with a tendency to 
take into consideration the commercial 
outlook of the various industries. Sub- 
stantial advances were quite general 
in the railroad list, led by Gulf, Mo- 
bile & Northern, which advanced over 
six points. Among public utilities, 
American Water Works 6% participat- 
ing preferred jumped 8 points and 
held most of its gain, while in the in- 
dustrials, Brown Shoe Company was 
a strong spot, with an advance of 4 


points. On the other hand, sugar issues 
were inclined to sag, with American 
Sugar Refining reaching a new low at 
82, and American Woolen preferred 
was also under pressure in sympathy 
with the attacks on the junior stock. 
Bethlehem Steel preferred was also 
lower, the 8% preferred dropping 3 
points. On small offerings, American 
Ice sold at 77, but there was no incli- 
nation to sell at ruling levels and the 
character of trading indicated any de- 
mand would put the shares back to 
previous ruling levels. 





























PREFERRED STOCK GUIDE 
(LISTED IN ORDER OF PREFERENCE) 
These Stocks Are Slected as Offering Best Opportunities in Their Respective Classes, 
—s Into Consideration Assets, Earnings and Financial Condition of the Companies 
ame 
Sound Investments tDivid 4 
Div. - “Brice noe Times 
INDUSTRIALS: $ Per Share rice eld st 
United States Realty & improvem' t Co. (c.)... 7 6.8 
Mack Trucks, Inc., Ist....... -(c.). 7 4 6.8 (yas 
General Motors Corp. deb.. — 3 7 98% 7.1. (y)5.1 
Ciuett-Peabody & Co ecece $1 7 103 6.8 4.7 
Loose- Wiles uns Co. Is apoce 7 105 6.6 3.2 
Studebaker Corporation . ° 7 114 6.1 20.0 
American Can Co. _.... ‘ 7 116 6.0 2.5 
|  Gimbel Brothers, Inc...... o-(c.). 7 103 6.8 3.3 
Baldwin Locomotive Works.. “ 7 115 6.0 44 
Endicott-Johnson Corp. .....csccssees(G)ece 7 109 6.4 4.6 
American Smelting & Ref. Ts icaiainiasenied teed 7 104% 6.7 1.7 
American Steel Foundries......ccccece+(Ce)eve 7 107 6.5 6.0 
| PUBLIC UTILITIES: 
North American Co..... scomsscccocoelith ose 8 4734 6.3 (w)6.9 
Philadelphia Company.....sscccccccces en > 44 6.8 
| RAILROADS: 
Chicago & Northwestern....... ccoccclG)ee 7 107 6.5 ond 
New York, Chicago & St. Louis........(c.). 6 87% 6.8 (x)2.5 
Chesapeake & Ohio conv......... eese ys 3s é 6.50 103 6.3 49 
Middle-Grade Investments 
INDUSTRIALS: 
Bush Terminal Buildings Co 7 97% 7.3 1.1 
Coca-Cola Co, .....eeeeeeee 7 94 7.4 (x)6.1 
Brown Shue Co...........- 7 93 7.5 2.2 
| Bethlehem Steel Corp. -conv. 8 104 7.7 3.8 
Cuban-American Sugar Co.. 7 9734 7.2 6.4 
California Petroleum partic. pid. ae Se 7 96 7.2 1.3 
S. Industrial Alcohol Co. .......+--(C.) eee 7 102 6.9 64 
| American Ice we) A ccececes ccccelM.G doce 6 76 8.0 22 
Armour & Co., of Del...ccccccccccees (Goce 7 87 8.0 (z) 2.9 
| Allis-Chalmers Mfg. Co....... eecceces toed 7 99 7.0 2.8 
Associated Dry Goods Co. Ist. .....02-(C)ece 6 92 6.5 3.0 
} Genl. American Tank Car Co......00++(C.)soe 7 95'4 7.3 5.4 
| Natl. Cloak & Suit Co.......ccceocee(O)ioe 7 94 7.4 ace 
PUBLIC UTILITIES: 
Radio Corp. of America A pfd......... (c)... 8.50 46% 7.5 (w) 2.5 
Amer. W. Wks. & Elec. Corp. Ist......(c¢.)... 7 97 7.2 (x) 2.2 
Metropolitan Edison ..... eccccccecceeQGepcce 7 94 7.4 ona 
Public Service of N. J.ccccccccceccess+(Ge)ece 7 108 7.6 (y) 3.4 
RAILROADS: 
| Baltimore & Ohio. ....cscseccseeess- (MG) ove 4 59 6.8 aid 
Bangor & Aroostook. oo secccccoce (Goce 7 92 7.6 25 
Colorado & Southern ist pid. spaces te 60 6.7 6.2 
| : 
Semi-Speculative Investments 
INDUSTRIALS: 
| Famous Players-Lasky Corp.......... ~ woe 8 97 8.2 (y) 5.7 
Pure Oi] Co. conv, pid. ....cccccccesss (Gece 8 9534 8.3 3.5 
American Beet Sugar Co.......0+00-(M.C.) io 6 69", 8.6 13 
National Department Stores. .......-+.(G.)ece 7 97 7.2 4.0 
Fisher Body Corp of Ohio............ Gece s 102 7.8 ihe 
ir yes GP Ginn ccdcenecoesecasune ee 7 88 8.0 (w) 1.5 
Worthington Pump & Mfg. “A’’..... eee 7 80 8.7 2.0 
tT ... .« venkideunebend (ero a 96 8.3 (w) 2.5 
International Paper Co...........+.. (ce)... 6 73 8.2 1.75 
PUBLIC UTILITIES: 
Amer. Water Wks. & Elec. 2d pfd..... (e.)... 6 96 6.2 (w) 18 
Speculative Investments 
BATLROSDS: ap 
Chicago Roc sland Wcesooes G3). ee 7 894 7.8 . 
Chicago Rock Island & Pac..... Se ° 6 78% 7.7 3} is 
Gulf, Mobile & Northern........+... (<)--. eee 5 78% 6.3 w) 1.25 
Western Pacific ........-ee- coccceeQGdoce 6 71% 8.4 w) 1.00 
c.) Cumulative. (n.c.) Non-cumulative * Based on average earnings during past siz 
w) Average for last two years, years, 
x) Average for last three years, ? Average number times earned last five 
y) Average for last four years. years 
s) Stock issued this year. 
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School for Traders & Investors 








Forty-Third Lesson 








Don’t Let Your Profits Fade Away— 


Two Practical Ways of Protecting ‘Them 


amateur trader to do is to buy 
something. About once in a 
thousand times he buys it because he 
knows that it is going up. Occasionally 
he has carefully considered all phases 
of the situation, and he has good rea- 
sons for believing that the stock will 
advance. Most of the time, however, 
he buys a stock because he hopes that 
it will move in his favor. Taking all 
factors into consideration, this is ac- 
cording to the law of probability as it 
applies to unsophisticated speculation. 
Having bought something, the sec- 
ond operation of the amateur trader, 
nine times out of ten, is to close it out 
at a loss. Again, this is according to 
the law of probability, if “vital sta- 
tistics” with regard to speculative 
accounts mean anything. Why should 
this be the case, and how can such un- 
favorable results be reduced? 


C's of the easiest things for an 


Paper Profits 


It is unfair to the amateur trader 
to say that he always buys at unfavor- 
able price levels, for investigation 
shows that many of his purchases are 
well made. One often hears the ex- 
pression, “He seems to know when to 
buy a stock, but he never knows when 
to close out.” Many an inexperienced 
trader, and occasionally an experienced 
one also, will gloat over his handsome 
paper profits, only to see them fade 
away suddenly within a few days or 
a few hours, when the market turns 
while he is asleep at the switch. 

One of the common reasons for this 
distressing development is that the 
trader is confusing trading operations 
with so-called long-pull speculative 
operations. The latter should be con- 
sidered only by those who have the 
knowledge, patience and money to 
carry them out. “Long-pull” is a much 
abused term. It is the usual alibi for 
ill-advised speculative advice, or the 
stubborn maintenance of a_ position 
that has proven itself wrong, at least 
temporarily. If we were disposed to 
write a parody on a famous quotation, 
we might say, “O long pull, how many 
crimes are committed in thy name!” 

However, the most common reason 
for failing to take profits before they 
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are lost is just plain avarice. The 
average trader becomes overconfident 
with regard to the correctness of his 
position as soon as his paper profits 
indicate a comfcrt: le preliminary 
profit, and while in th's frame of mind 
he is likely to ignore indications of a 
temporary reversal of the trend, be- 
cause he is guided by the hope for 
larger profits following an insignifi- 
cant reaction. What appears to be a 








N protecting profits, take your 

choice between the two follow- 
ing methods: (1) Either use a stop 
at a reasonable distance below the 
top price, so as to give the price a 
chance to fluctuate while you con- 
tinue to hold your position in the 
expectation of a further advance; 
or (2) close out and be prepared 
to re-enter after the anticipated 
reaction takes place, thus marking 
down your original cost, or re- 
enter as soon as the indicated dan- 
ger appears to be past. 





minor reaction may develop into a sub- 
stantial setback, and the trader may 
find himself suddenly without profits, 
and with the price trend going against 
him instead of in his favor. He must 
now make up his mind to either main- 
tain his position and ride through a 
reaction because he feels sure he is 
right, or jump out of the market be- 
cause he is willing to admit that he 
may be wrong. 

By taking a_ neutral position 
promptly he is at least safe against 
possible loss, but he may lose a favor- 
able position. However, from a neu- 
tral position, and free from anxiety 
over possible loss, his judgment is 
likely to be more clear, and he can re- 
gain his position as soon as the sig- 
nificant resistance or other trustworthy 
indication becomes apparent. 

In such emergencies a principle may 
be applied that will automatically pro- 


tect the trader’s position and leave his 
judgment clear for the next logical 
maneuver. This is our eighth cardinal 
principle of trading, namely, protect 
your profits. In order to be more spe- 
cific, we expand this admonition by 
adding, Never let a 3-point profit run 
into a loss, and never accept a reac- 
tion of over 5 points. This is virtually 
an application of the stop-loss order 
to which we referred in our second 
cardinal principle which applied spe- 
cifically to the limitation of losses. In 
this case, however, we assume that a 
profit is available and should be se- 
cured at least in part. 

It is to guard against the appar- 
ently foolish, but not uncommon, prac- 
tice of allowing a large profit of any- 
thing from 10 to 30 points fade away 
just because the trader has made up 
his mind to make a killing of 40 to 50 
points or more. Just remember the 
old saying that there is no sympathy 
for a hog in Wall Street. Also, bear 
in mind the mechanical operation of 
the ratchet, which will allow the price 
of your stock to be jacked up as high 
as the wave of Luying cares to take it, 
but will not allow it to recede, so far 
as you are concerned, below a certain 
point. 


“Stops” as a General Principle 


Our refererice to a 3-point profit and 
a 5-point reaction need not be taken 
as absolute in all cases, for it might 
be wise to vary these figures slightly 
in the case of certain issues on account 
of their peculiar characteristics, but 
the principle is a good one, and no 
large profit is safe without common- 
sense application of this protection. 

A second way to protect your profits 
is to take them immediately following 
hesitation of the market after a sud- 
den advance that has gone beyond the 
level reasonably to be expected in the 
light of the nature of the resistance 
to selling, or the firmness of the sup- 
port, exhibited by the issue just prior 
to the beginning of its last advance. 
If you grab your profit, it is yours, 
and the only chance you take is that 
the advance may suddenly continue, and 
that you will not get all the profit 
there was in the move. 
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For Men and Women Who Look Ahead 





Striving to Get the Last 1%! 








TRIVING to get the last eighth out of 
a speculative commitment has long been 
recognized as bad policy in the specu- 
lative field, and much has been said and 
written against it. 

In the investment field there is an equally bad 
policy—that of striving for the last fractional per 
cent in yield. But about this policy little has been 
said, and there may be justification for a few re- 
marks on the subject here. 














* * 


The average small investor has considerably less 
than $1,000 to invest at any one time. In most 
cases, no doubt, the average small investor’s com- 
mitment is about $300. Let us accept this $300 
figure: 

Now, it is patent that a difference of 10% in this 
investor’s yield would make a fairly substantial 
difference to the investor in dollars and cents. 
(Actually, it would make a difference of $30 in his 
return in a given year.) On that basis, then, it 
would certainly be profligate for our investor to 
ignore a chance to invest his 
money at a 10% higher rate, 


this extra 1% then, is to greatly exaggerate the im- 
portance of the additional yield. To discriminate 
in favor of some more speculative stock because it 
yields this tiny bit more is to take a chance which 
frequently is worth while only on paper. 

Certainly, an excess yield of only $1.50-$3.00 a 
year is hardly worth gunning for if it entails a 
greater risk for the funds in use. 


* * 


Of course, nothing in the foregoing is intended 
to discourage enterprise and sensible discrimina- 
tion, no matter how small an investor may be. 
It is true that, over a period of years, even a few 
dollars of additional income, regularly obtained and 
saved, will mount up considerably, and opportun- 
ities to obtain such additional income should not 
be overlooked. 

Nevertheless, our point seems sound. If you 
have funds to invest, and if you must choose be- 
tween securities varying only slightly in yield, it 
is unwise to let the variation in yield assume undue 
importance in your mind. As a small investor, your 
primary objective will be 
Safety ; after that, your objective 





were such an opportunity to de- 
velop. 

However, such opportunities 
—especially for the small in- 
vestor—are few and far be- 
tween. Generally, between is- 
sues of equal soundness, any 
yield-differential which may ex- 
ist will be limited to a fractional 
percentage. If we assume a dif- 
ferential of as much as 1%, it 
is apparent that the difference 
to the investor will only be $3.00 
a year, or $1.50 every six months. 


To refuse to purchase an obvi- 
ously attractive and sound secu- 


In __ this 
“yiel ”? 


WHAT IS “YIELD”? 





editorial, the 
is frequently used. 

The term denotes the per cent 
return to which the income from 
a given investment is equivalent. may 


Thus, 10 shares of American 
Tel. & Tel., enjoying a dividend 
return of 9%, would bring in an 
income of $90 per year. 
$120 per share had been paid for 
the stock, the total investment 
would have been $1,200, and the 
“yield” therefrom would be 750%. 


will be Income; and after that 
you may give some considera- 
tion to Profit-Possibilities. Think 
carefully before you lay too 
much stress on the latter two. 
Remember that, however much 
more than 6% a yield of 7% 
look, it won’t actually 
mean much more, in dollars and 
cents, to you, and that, if you 
insist on the 1% higher yield, 
you may be assuming a consider- 
ably higher risk for the sake of 
an increase in income whose pur- 
chasing power might cover a 
few handkerchiefs or a necktie 
= or two, but not much more. 


term 


But, if 








rity just because it fails to yield 
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Prize Contest Building Your Future Hucome Prise Contest 





Something You May Have Missed! 


ID you, by chance, miss 
D the last number of THE 

MAGAZINE OF WALL 
STREET? 

If so, you missed, among other 
things, a very important an- 
nouncement. 

We are referring to the an- 
nouncement of the New Prize 
Contest, now being conducted 
under the auspices of the Build- 
ing Your Future Income Depart- 
ment, in which every reader of 
this periodical is invited to com- 
pete. 





As stated in the original an- 
nouncement, the rules of the con- 
test are simplicity itself. You 
must choose a subject which is 
appropriate to these columns; 
you must not devote the equiva- 
lent of more than 2,500 words 
of space to it; you must get 
your copy into this office not 
later than Saturday, December 
6th, 1924. Observe these re- 
quirements and you will be eli- 
gible for one of the three prizes 
offered. 





It may be desirable to em- 


A Review of the Prize Contest Announced 
Last Issue With a Reprint of the Rules 








Conditions of the Contest 


1) Articles must not exceed 2,500 words in length. 

2) In subject and style of treatment they must be 
appropriate to the columns of The Magazine of Wall 
Street. 

3) Judges in the Contest shall be the Editors of 
The Magazine of Wall Street. 

4) Completed manuscripts, to qualify, must be in 
the offices of The Magazine of Wall Street not later 
than twelve noon, Saturday, December 6, 1924. 


All articles submitted in the contest and 
found available for publication, whether prize 
winners or not, will be paid for. Judges in 
the contest will not be influenced by the com- 
parative length or brevity of competing manu- 
scripts, providing the 2,500-word space-limit 
is not exceeded. Names of authors will be 
published or not according to the preferences 
of each author. Manuscripts should be type- 
written, where possible and the author's name 
and address should appear on the manuscript 


itself. 


Manuscripts must be addressed as follows: 


our columns bright and inter- 
esting, “light reading” along the 
lines of fiction and romance is 
left for other publications to 
dish up. The purpose of this 
Department is to convey practi- 
cal ideas to people which will 
help them solve the everyday, 
dollars-and-cents problems of 
life. 

On this basis, then, it follows 
that material, to be appropriate 
to our columns, must be pri- 
marily of a practical nature. 

It would follow, from the fore- 
going, that a housewife who has 
solved the problem of stretching 
her allowance to cover her ex- 
penses and who has solved it in 
some interesting and generally 
applicable fashion could submit 
a distinctly “appropriate” arti- 
cle to the contest. By the same 
token, the bread-winner of a 
family, who has built up an 
“outside income” for himself 
through sensible self-denial and 
wise investment also has an ap- 
propriate story to tell. 

Then there are the home- 
builders—men or women who 
have solved the “housing prob- 
lem” and are willing to let 


























phasize a point previously made, 
viz., that all manuscripts re- 
ceived under the Contest will 
be considered not only from the 
standpoint of the contest itself, 
but also with an eye to possible 
future publication. In other =< 


PRIZE STORY CONTEST 


THE MAGAZINE OF WALL STREET 


42 Broadway, N. Y. City 


others know how they did. And 
“the budgeteers”—i. e., those 
who have worked up practical 
and useful budgets for them- 
selves, and who have found 
them helpful. Also the insur- 
ance-buyers (who isn’t an in- 





words, even if your manuscript 

does not happen to win a prize, 

your work need not necessarily be in 
vain. The editors will seek to find use 
for all articles received regardless of 
who writes them or what subjects they 
happen to cover. 





B Y F I especially hopes that those 
who have already attained financial in- 
dependence will take part in the con- 
test and thus give the benefit of their 
experience and matured judgment to 
the rest of the readers of this depart- 
ment. Also, B Y F I hopes—and ex- 
pects—to receive from a number of 
leaders in various branches of finance, 
articles of a purely instructive and 
educational rather than inspirational 
nature. 

But of course the department is 
anxious to receive from young income 
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builders throughout the country and 
abroad plain statements of the plans 
they have laid for themselves and of 
their ambitions and hopes. Nothing is 
better for an individual than to set a 
goal for himself—mark out a definite 
objective and plan how he is going to 
get there. Nothing is more inspiring to 
another than to hear about such plans 
and objectives and compare them with 
his own. And the bigger the problem 
you face, the more interesting your 
account of it is bound to be. 





For. the benefit of those who may be 
at loss what to write about, we offer 
the following suggestions: 

The readers of Building Your Future 
Income turn to it for ideas and sug- 
gestions along strictly practical lines. 
Although every effort is made to keep 


surance buyer nowadays?) who 
have applied the insurance 
policy to some financial need. 

And so it goes! Wherever a man or 
a woman has encountered a financial 
problem, and solved it, or established a 
financial destination and aimed toward 
it, there is the germ of a “story.” 





From the looks of things—consider- 
ing the widened scope of B Y F I and 
the greater number of readers it now 
boasts—this contest will be more suc- 
cessful than any previously held. At 
any rate, we hope it will be. B Y F I 
seeks representative contributions from 
at least a few of every characteristic 
“group” in its reading-public, thus se- 
curing a complete “composite point of 
view,” establishing direct contact with 
all classes and kinds, and making the 
Department, more than ever, a lively 
factor in the typical American home. 
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How I Almost Got Into Trouble 


Buying a Mortgaged Home 


N the mind of a prospective home 
owner, there is no doubt that own- 
ing a home is preferable to rent- 
ing. But anyone desiring to own a 
home is confronted with the question, 
“Shall I buy or build?” 


tion, of course, 


and “cons” of the 
advantages of rent- 
ing or owning need 
give him no fur- 
ther concern. 

If one is not 
likely to inherit a 
home and has set 
his face toward 
the goal of home 
ownership, he must 
still settle the 
question whether 
he will buy or 
build. These are 
the only two alter- 
natives left him, 
but they are al- 
ternatives which 
should be careful- 
ly considered. For 
circumstances may 
alter cases. 

In this day of 
keen competition 
and high cost of 
living—t he latter 
including shelter 
as a very costly 
factor in limiting 
one’s ability to 
save—the problem 
of meeting the ex- 
penses of home 
ownership will 
confront one wheth- 
er he buys or 
builds. There is 
no doubt about 
that. No roseate 
road to home own- 
ership lies before 
anyone who has 
to save the cost of 
a home out of the 
avetage income re- 
ceived as wages 
or salary. Inter- 
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Reliance Placed in the Word of an Agent Caused 
Misunderstanding—The Way the Home Was Saved 


Such a 


has eliminated the 
thought of renting, so that the “pros” 


By JAMES B. MORMAN 


built a home. 
ques- 


mediate 


est, taxes, insurance, upkeep — these 
are factors of expense which no one 
can escape whether he has bought or 
To my mind, therefore, 
the question revolves around the sub- 
ject of one’s “income” which becomes 
the dominant factor, apart from im- 
circumstances, 


that 


ultimately 


should 


control the 

I believe anyone will have to think 
a long time before he will be able 
to add many arguments on the “pros” 
and “cons” of this subject to those 
advanced by Mr. Thomas on page 870 
of THE MAGAZINE 
for September 27th. 








Broadly Speaking 


IF YOU BUY— 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


(9) 


(10) 


You know what you're 
getting. 


Your purchase-cost is ex- 
actly determined. 


You have no contractors, 
architects, etc., to 
with and choose between. 


You may find a “bargain” 
in a home offered for sale. 


It requires comparatively 
little technical knowledge 
to select an attractive and 
suitable home. 


You must take what you 
can find. 


Your repair bill, immedi- 
ately after purchase, may 
be comparatively large. 


You cannot always find 
just the dwelling you want 
in just the location you 
wish to be in. 


You will probably have to 
pay the seller a profit. 


Your home will be of 
somebody else’s creation. 


IF YOU BUILD— 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


(9) 
(10) 


The completed dwelling, in 
respect to materials, ar- 
rangement, etc., may not 
prove to be exactly what 
you expected or wished to 
have. 


Your building-cost is, to 
some extent, problematical. 


You have to choose be- 
tween, and deal with, archi- 
tects, contractors, etc. 


Homes are not built on a 


“bargain” basis. 


It requires considerable 
technical knowledge to 
build a home economically 
and efficiently. 


You may have, broadly 
speaking, what you want. 


Repairs should not be- 
come a heavy item for 
some time after construc- 
tion completed. 


You may, broadly speak- 
ing, erect just the dwelling 
you want in a location of 
your own choosing. 


You get your home at 
cost. 


Your home will be entirely 
your own. 








JASON THOMAS’ “DEADLY PARALLEL” 


Reprinted from our Sept. 27th issue, and discussed in the accom- 


panying personal experience story by Mr. Morman 





outcome. 


OF WALL STREET 

There in a nut- 
shell are set forth 
in parallel columns 


sensible reasons 
why one should 
seriously consider 


the question of 
buying or building 
a home. They em- 
brace the factors 
of confidence, cost, 
annoyance, oppor- 
tunity and _per- 
sonal satisfaction. 


‘It is difficult for 


anyone who has 
had experience on 
either side of the 
subject not to be 
struck with their 
importance. 

The little story 
which follows is 
based on my own 
experience. I shall 
not attempt to add 
any argument to 
those already 
made, but I want 
to emphasize the 
need of caution if 
one buys a home 
at a bargain. That 
is point four in the 
list set forth by 
Mr. Thomas. Be- 
sides the question 
of changes and 
putting the house 
in good condition 
to suit one’s own 
tastes and require- 
ments—costs which 
have a direct bear- 
ing on the drain 
on income—let the 
buyer of a home 
at a bargain be 
sure as to the 
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terms of the mortgage, if 
he has to buy and assume 
a mortgage already on the 
home. That is a very fre- 
quent occurrence and prob- 
ably is quite general. If 
caught unawares, it may 
cause many an anxious 
hour to the buyer of a home 
where a mortgage is as- 
sumed at the time. 

The writer has been 
through that very experi- 
ence. Fortunately he fell 
into fairly good hands and 
was only temporarily em- 
barrassed. The _ circum- 
stances are briefly as fol- 
lows: 

He saw a place adver- 
tised for sale in a suburb 
of Washington, D. C. With 
his wife he was then board- 
ing in that city, but wanted 
a home in the country. On 
interviewing the agent who 
had the premises for sale, it was 
learned that the owner was sick and 
unable to take proper care of the place. 
The price asked was reasonable. It 
so happened that it was just such a 
home as we were looking for and 
in due time could be paid for from my 
income if all went well. A _ bargain 
was struck by my making a deposit 
of $200 to bind the agreement. 

The premises contained a half acre 
of ground. It had lawn and flowers, 
vegetable and fruit garden, a small 
barn, and a chicken house with runs. 
The house had only been built three or 
four years before, and the owner sell- 
ing had been its only occupant. There 
was a mortgage on the place which I 
was to assume. I had enough money 
saved to pay the difference which was 
about two-thirds of the purchase price. 
The mortgage, I was told, had only a 
few months to run, but I was assured 
there would be no difficulty in having 
it renewed for three years when the 
note became due. Being inexperienced, 
I bought the place on this expectation. 

When the mortgage note became due, 
I received word not from the agent, 
but from a real-estate dealer in Wash- 
ington, that it could not be renewed 
because the holder wanted the money. 
I immediately went to the agent who 
had sold me the property and showed 
him the letter I had received. He said 
he would look into the matter and see 
what he could do for me. The out- 
come was that the real-estate dealer 
himself bought in the mortgage note 
and was willing to renew it by my 
paying a commission for one year only. 
I simply had to accept that arrange- 
ment, though I knew it would not be 
possible for me to save enough from 
my income to pay off the new note in 
so short a time. 
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OUR HOME 
“Embowered in trees, surrounded with shrubs 
and flowers, with garden and poultry facilities, it 


represents most of the necessary comforts of life. 


This temporary arrangement, how- 
ever, gave me time to look around for 
someone else who would be willing to 
take a mortgage for a longer time. 
Before the year of grace had expired, 
I had found my man. He lived in the 
same town as myself—Kensington, 
Maryland; was, in fact, my next-door 
neighbor. He came up to the scrip- 
tural standard; he realized my di- 
lemma and was willing to lend me the 
money on a three-year mortgage. In 
the meantime I had reduced the amount 
owed to $1,200. The privilege was 
granted me of paying off at any in- 
terest period any sum in even one hun- 
dred dollars for the reduction of the 
mortgage. 

Then a real struggle began. I was 
determined, if possible, to have that 
mortgage paid off when its due date 
rolled around again. It became a prob- 
lem of work, saving and sacrifice. 

Practically all we had at that time 
was at stake—our home. It repre- 
sented nearly all we owned in the 
world. To finish paying for it and call- 
ing it our own was worth while. We 
both did our part in this home-sav- 
ing and home-owning enterprise. We 
worked early and late; we made no 
unnecessary expenditures; we saved 
where and when we could. I raised 
most of our home supplies of fruits 
and vegetables, eggs and poultry. Any 
surplus was sold to neighbors and 
others. As the months merged into 
years, as each interest date came 
around, a substantial reduction was 
made in the amount of the debt. When 
the three years were ended, I was pre- 
pared to pay the balance due. The 
mortgage was paid off, canceled of rec- 
ord, and burned. From that day to the 
present there has been no lien of any 
description on our home. 


That this achievement 
means more to us than the 
mere money value of the 
place can well be under- 
stood by anyone who has 
had a similar experience. 
I am attaching a picture 
of our home as it looked in 
June, 1924. Embowered in 
trees, surrounded with 
garden and poultry facili- 
ties—it represents most of 
the necessary comforts of 
life. 

But more than all these 
material satisfactions are 
the memories of the past. 
Today our home means the 
long trail up to the great 
divide, whence we look for- 
ward as through a glass 
darkly, but also backward 





over a panorama which 
, embraces all the joys of 
working and saving, of 
owning and living. Those 


are compensations which money can 
never measure. I feel, however, that 
they may belong to anyone who wills 
to work and save. Therefore, the 
counsel and advice which are so often 
given in the columns of THE MaGa- 
ZINE OF WALL STREET will bring re- 
sults worth more than money divi- 
dends if its readers will learn from 
the experience of others. It is with 
this hope in view that I present the 
story of buying a home with a mort- 
gage thereon. 
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RECOMMENDATIONS 
(For Small Investors) 


$100 Bonds Yield 
Recent to 
Price Mat'ity 
American Water Works & 

Elec. Corp. coll. tr. 58.... 92 6.12% 
Laclede Gas 54s, °53....... 95 5.83 
Ohio Pub. Serv. 7s, °47...... 107 6.40 

Preferred Stocks 

Per Share 
Dividend Recent 
Rate Price Yield 
American Smelting & 

Refining Co. ....... $7 1.05 6.66% 
American Ice ........ 6 77 7.80 
U. S. Realty & Im..... 7 102 6.80 
Mack Trucks Ist...... 7 103 6.80 

Common Stocks 

Per Share 
Dividend Recent 
Rate Price Yiel4 
Amer. Tel. & Tel..... $9 127 7.09% 
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You Don’t Have to Gamble to 


Make Money 


A Concrete Evidence of the Profit- 
Possibilities of Higher-Grade Mediums 


By PERRY A. EMERSON 





























UDGING up against and will examine the prices 
the words you are Table I prevailing for all the securi- 
now reading, there _ REPRESENTATIVE SECURITY LISTS = ties mentioned in the accom- 
stands a table. This table PR nae tp CA ye pte ty ow hye ag panying table, you will find 
is reprinted from the Octo- may .& Go Rigen que in point of safety; the second, No. 2, is the the following to be true:— 
ber 27th, 1923, issue of THE The average Income Yield offered by each list (on the basis of the latest You will find that the 
MAGAZ NE OF WALL STREET, market price in the case of , cee ‘ average price for Group No. 
where it was published - ~» oo Price Annual Income 2—the highest-grade _ secu- 
connection with an article NI Mi secs hsv cenenscccsses $100 4% Average rity group—stands at 109. 
2 ng ne yor | _—~ U. $. Treamery Cortibecte. cc, We ince | _ — me, Ye eeu price 
ou ord? n ere —- —- wi e foun o be ; 
hangs a tale. sat | tea paenientlioneoatiiinunninkin $100 4.33% Group No. 4’s average is 58 
U. S. Steel sinking fund Se, 1963.... $102 $5.00 Average and that for Group No.5, 71. 
The Purpose of the Article sg gl may ha = 
— or Compare! 
" RR. ccveccceccsesoneoeseos $106 $6.13 
The purpose of the article, ma 
in which this table was origi- ee SID. ~0r-n0ees a 4 bar 7-4 — 120% Now compare these prices 
nally published, was to em- Amer. Telephone & Tel. com...... 123 900 = Yield with the average levels 
— the —— —— SS 33s«$8.00 — a. a _. bid 
o seeking a higher return No. 4— ; 
on invested-capital than was ete Ge omae........ Gi ae income | 9.16% GREATEST PROPOR- 
justified by the investor’s Miami Copper common............ 24 200 Yield TIONATE ADVANCE HAS 
personal financial condition. RE sahcaceenenusiindaine “$58 $5.66 BEEN IN GROUP NO. 3— 
The writer of the article Ne. iid dees iam dm THE SECOND-HIGHEST 
(who happens to be writing Stewart-Warner Speedometer com.. 81 10.00 Income 11.10% GRADE SECURITY 
this article, too) said, in Northern Pacific R. R. com........ _S 500 Yield GROUP AND THAT THE 
part: (EERE POCO EER $69 $7.66 MOST SPECULATIVE 
“Security-income, from a GROUP—NO. 5—HAS AD- 
given security group, is VANCED NO MORE, IN 
large or small according to PROPORTION, THAN 
two factors: vestment group would be around THE FIRST HIGH GRADE SECUR- 


“If the group, as a group, leans fur- 
ther toward the speculative than it 
does toward the investment side, the 
income will be comparatively large. If 
it leans further toward the pure gam- 
ble-side, then the income will be larger 
than ever. 

“Security-income, from a given 
group, will also be large or small ac- 
cording to investment conditions and 
the investment outlook at the time of 
speaking. If conditions, or the out- 
look, or both, are poor, then the income 
will be comparatively large. If they, 
or one of them, be excellent, the in- 
come will be comparatively small.” 

With the foregoing in mind, let us 
now return to the accompanying table. 
This table was compiled for the pur- 
pose of illustrating, concretely, the dif- 
ferences in yield to be encountered be- 
tween securities or other mediums 
occupying different investment groups. 
Thus, it was shown that the average 
yield from a typical “highest class” in- 
46 


4.33%, that from the next highest 
grade about 5.78%, and so on down 
to the most speculative group, which 
offered a yield of over 11%. The prices 
used in the table, and reproduced ex- 
actly here, were those prevailing on 
or about October 27th, 1923, or the 
date of original publication. 

Now, it so happens that most small 
investors dislike to confine themselves 
to high-grade securities, such as those 
illustrated in the forepart of the table, 
on the ground that they thereby forego 
possibilities of principal enhancement. 
They say:—“Oh, yes—very true. We 
may get a much surer income from the 
high-grade groups, but we forfeit any 
chance of seeing our principal grow in 
size.” 

It is to persons who feel this way 
about high-grade investments that this 
article is directed. 

If you will refer to stock exchange 
prices for yesterday (October 17th, 
1924—or the day before this writing) 


ITY-GROUP. 
Expressed in figures, this is what 
has happened: 


Group 2 has gained 3 points, or 3% 


Group 3 “ = i “= We 
Group 4 “ “m * “ 0% 
Group 5 “ “cc 2 a “ce 3% 


Investors—especially small investors 
—who work on the theory that you have 
to buy speculative securities in order to 
share in price-advances have, then, a 
concrete illustration of the inaccuracy 
of this view. They have a concrete 
illustration, borne out by developments 
over a year’s time, that a group typical 
of sound security and offering a com- 
paratively small yield may be consider- 
ably more productive of profit than a 
group weak in security and offering a 
high yield. 

The lesson is obvious. 
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Have You Ever Read Your Life 


Insurance Policy? 


If Not, the Time to Read It Is Now—Some of 
the Penalties of “Taking Things for Granted” 


By 





AVE you ever taken the time to 
H read—carefully and thoughtfully 

—any one of your life insurance 
policies? 

If so, do you understand the benefits 
and privileges it contains? 

In asking these questions, we seem 
to visualize a large group of people who 
have invested in life insurance; but peer 
as we may into that group we fail to 
see a single hand raised in affirmation 
of both of these questions. Some in- 
deed have hastily read their policy con- 
tract, but few are sufficiently studious 
to give time to obtain a real under- 
standing of its benefits and privileges. 
In some cases the agent who places the 
insurance reads the policy with the in- 
sured wher delivering the contract to 
him, explaining such clauses as the 
policyholder may not fully understand. 
This typifies an excellent class of sales- 
manship, and one that could advantage- 
ously be emulated by all life insurance 
solicitors. 

Not long ago a friend came to us for 
sympathy and advice. He said he had 
paid premiums for twenty years on a 
“20 Year Policy” for $10,000, only to 
find at the end of the twentieth year 
that there was less than $5,000 coming 
to him, instead of $10,000 with accumu- 
lated dividends. 

We asked to see his policy. It was 
a 20 Payment Life, for $10,000, taken 
at age 4) in a participating company, 
with the wife named as beneficiary. A 
copy of his application attached to the 
policy called for just that form of con- 
tract. The cash value at the end of the 
twentieth year was approximately 
$6,668. The insured had obtained a loan 
of $2,000 in the tenth year which had 
never been paid off, and instead of ac- 
cumulating his dividends at interest 
with the company, he had taken them 
each year in cash—and had then for- 
gotten that they had been paid to him. 
He had also forgotten that he had ap- 
plied for a 20 Payment Life policy, not 
a 20 Year Endowment. 

He said that he had never read his 
policy entirely through, although he had 
always intended to do so when he got 
the time. If he had but taken the 
trouble to look at the table pf values 
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(Mrs.) FLoRENCE Provost CLARENDON 


printed in his policy he could easily 
have ascertained the equity in any year 
after issue. 


Difference Between Old and Modern 
Policies 


Policy forms were short in the early 
years of life insurance contracts, and 
they contained little more than the 
provision for the payment of premiums 
by the insured and the payment of pro- 
ceeds by the company, with some addi- 
tional information as to the restrictions 
and limitations the company reserved 
to itself regarding the payment of 
claims. 

The modern policy form contains all 





NOT WORTH THE PRICE! 





What Mrs. Clarendon has to 
say about the importance of read- 
ing your life insurance policy is 
equally applicable to other phases 
of income building. 

It is human nature to begrudge 
even a few moments of time to a 
conscientious study of one’s in- 
vestments, whether they be in- 
surance policies, real estate mort- 
gages, bonds or stocks. Yet ex- 
amples could be multiplied of 
cases where years of regret di- 
rectly resulted from just such 
inertia and lack of personal initia- 
tive. 

The whole story could be 
summed up in these few words: 
More often than not, it costs 
money to take things for granted, 
and when it does cost money the 
little time and energy saved are 
never worth the price you have 
to pay. 





essential information to make the in- 
sured thoroughly familiar with the 
privileges and benefits. With a con- 
stantly growing interest in life insur- 
ance by the general public, and a cor- 
respondingly larger amount of busi- 
ness issued, there has been a keener 
competition among the companies lead- 
ing to an expansion of benefits extended 
to policyholders. The principal clauses 
in a policy contract, however, are to a 
certain extent “standardized” in the Old 
Line institutions. 


The Beneficiary Clause 


One of the most important clauses 
in the policy relates to the person desig- 
nated by the insured as the one to 
whom the proceeds are to be paid, and 
known as the Beneficiary. 

The various kinds of beneficiary may 
be broadly classified as follows: 


1—Wife. 

2—Children. 

3—Other Dependents—Mother, Sis- 
ter, etc. 

4—Partner. 

5—Creditor. 

6—Institution. 


7—Bequest to Friend or Charity. 


When the life insurance is taken for 
family protection it is usually desirable 
to name the beneficiary, rather than 
have it paid to the estate of the insured. 
If the proceeds of the policy are payable 
to “Estate,” it is necessary to have the 
will of the insured offered for probate 
before the money can be paid in settle- 
ment. Ifa will has not been made, let- 
ters of administration must be applied 
for. These formalities take time. 
Moreover, the proceeds of life insurance 
policies made payable to an estate are 
subject to inheritance taxation. 

If the policy is payable to a named 
beneficiary, i. e.: Wife, Mother, or other 
relative, the sum insured is immediately 
payable after receipt and approval of 
claim papers. There is no formality 
preceding payment, such as the filing 
of a will or the securing of court super- 
vision. Another advantage lies in the 


fact that life insurance payable to a 
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named beneficiary is to a large extent 
free from taxation. 


Shall the Insured Reserve the Right to 
Change the Beneficiary? 


The rights of the Beneficiary as to 
ownership of the policy, or any negoti- 
ations regarding it prior to the death of 
the Insured, depend upon whether such 
rights are vested absolutely or condi- 
tionally. 

In naming the beneficiary under a 
life insurance policy, the insured must 
state whether he wishes to reserve the 
right to change the beneficiary. In 
other words, does he consider his choice 
of the particular person as revocable or 
irrevocable? 

In the majority of cases where life 
insurance is taken for family protec- 
tion the beneficiary is the wife of the 
insured. When the proceeds of the 
policy are made payable without the 
right of revocation, the consent of the 
beneficiary is necessary in all dealings 
with the policy, and the only way in 


which she can lose ownership is by 
the non-payment of premiums, by her 
death, or by her own act. The consent 
of the beneficiary is essential in all 
negotiations regarding the policy; if 
her death occurs prior to that of the in- 
sured, the rights to the proceeds under 
the policy usually revert to the insured. 

Many men prefer this right to 
change, thereby retaining absolute free- 
dom in such policy transactions as the 
obtaining of loans or otherwise dealing 
with the proceeds without the consent 
of the beneficiary. If the insured re- 
serves the right of revocation and is 
afterwards bankrupt, the trustee in 
bankruptcy could do what the insured 
could do—that is, change the beneficiary 
to “Estate” and thereafter surrender 
the policy for cash. Such policy is 
therefore available for debts in event 
of the bankruptcy of the insured. 

It is always preferable to reserve the 
right of revocation when a minor is 
named as beneficiary. Otherwise no 
action can be taken by the insured re- 
garding the policy without the techni- 


— 





Points for Income Builders 


Different Kinds of Business 
and What They Entail 


USINESS is 
the compel- 
ling interest 

of the modern 
man. It is engaged 
in by greater num- 
bers, studied more 
carefully by more 
people and _ influ- 
ences daily life more completely than 
any other creation of man. 

Business takes various forms. These 
forms differ widely from one another. 
Thus, the man or organization suited 
to one form of business may be entirely 
unsuited to some other. 

The investor may well clarify, in his 
own mind, the responsibilities, duties, 
etc., involved in the various business 
forms. Doing so will help him in his 
analyses—help him formulate his opin- 
ion of the results a given corporation 
has obtained or is likely to obtain. 

Here are brief definitions of some 
of the better-established forms which 
business may take. 





Producer 


The basic business organization, 
upon which all other businesses are 
founded, is the Producer. This type 
of organization, or the man engaged 
in this field, is the one upon whom we 
rely for the extraction of these natural 
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products from earth, air or water 
which are necessary, either in original 
or else in converted form, to some 
phase of modern civilization. 

Mining companies and petroleum 
companies are included in the Producer 
class. Also, the modern chemical com- 
pany. Also, the grain grower. 

Obviously, the Producer business, in 
itself, is the most speculative of all 
business lines. 


Manufacturer 


Next in line to the Producer comes 
the Manufacturer—that is, the man, 
or group, or organization which, by 
hand labor, machinery, or both, con- 
verts goods and raw materials into fin- 
ished products. 

The manufacturing field is the most 
complex of all and, ordinarily, calls 
for greater skill, more efficient man- 
agement and broader knowledge. On 
the other hand, it involves less depen- 
dence and can be maintained upon a 
more even keel. 


Distributor 


The products of the manufacturer 
must reach the public. Except in spe- 
cial cases to be described later, they 
are brought to the public through the 
medium of certain specific business 
classes. The first of these is the Dis- 
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cal consent of the child. With the 
child named as beneficiary without right 
of revocation, a guardian would have 
to be appointed by the court to protect 
the minor’s interest if the insured 
wished to negotiate any policy transac- 
tions. Delay and expense would neces- 
sarily be incurred before cash, loan, or 
surrender value could be utilized for the 
benefit of either insured or beneficiary. 

It is usually required that written 
notice be filed at the home office of the 
company if the insured wishes to avail 
himself of this privilege to change the 
beneficiary, and it is not considered that 
such change has taken effect until en- 
dorsed by the company on the policy. 

The Beneficiary Clause varies some- 
what in different companies, and the 
insured should acquaint himself thor- 
oughly with his own privileges and 
those of his beneficiary by a careful 
reading of his policy. 


(Discussion of other Policy Clauses 
will be taken up in later issues.) 


tributor class—that is, the class to 
which manufacturers will assign a cer- 
tain territory and whose duty it will 
be to secure proper distribution among 
agents, jobbbers and retailers of the 
goods involved. Next comes— 


The Agent 


—Who differs from the distributor 
in that, where the clients of the Dis- 
tributor may include several manufac- 
tories, in a given line, the agent will 
have but one client. In other words, 
where the distributor may handle goods 
for several manufacturers within one 
territory, an agent will handle goods 
for only a single manufacturer. 


Jobber 


The Jobber is a species of “middle- 
man” who buys in gross from impor- 
ters or manufacturers and sells to— 


Retailers 


The retailer, having purchased from 
jobber, agent or, sometimes, manufac- 
turer, sets up his shop, launches his 
advertising campaign and _ supplies 
the— 


Consumer 


—Who, as the last link in the chain, 
needs no description. 


Manufacturer and Retailer 


Sometimes both manufacturing and 
retailing will be combined. But when 
this is done, and a national product 
is dealt in, it is frequently necessary 

(Please turn to page 67) 
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Kennecott Copper 





Five Desirable Dividend-Paying 


Mining Stocks 


Favored by Production Costs 
and Outlook for Better Market 


HE market recently has displayed a moderate interest in the metal stocks 
listed on the New York Stock Exchange, doubtless due to the successful 
flotation of the German loan and indications that the Dawes plan for 


reconstruction of Europe’s affairs will be successful. 


However, aside from the 


prospective demand from Europe with consequent improvement in copper prices, 
the market for silver, lead, zinc and other metals has shown a distinctly upward 
tendency and the situation confronting the uses of these metals is such as to 


warrant anticipation of profitable operations. 


The question is what stocks are 


in the most favorable position to reflect this situation. 

Viewing the field as a whole, the metal stocks are now selling at prices where 
the return is not only generous, but holders should be able to also profit from 
the appreciation in the value of their holdings when the present anticipations 


become realities. 


Assuming that the purchaser desires to obtain only dividend- 


paying shares, the following stocks are in the best position: American Smelt- 
ing & Refining, American Metal, Kennecott Copper, Cerro de Pasco, Chile Copper. 


AMERICAN The activities of the 
SMELTING American Smelting & 

Refining Co. in the 
metal industry are manifold. They 
are not restricted to any one branch. 
The company produces not only lead, 
gold, silver and copper, but also zinc, 
oxide, platinum and various by-product 
metals. It treats various ores of its 
customers in their smelting and refin- 
ing plants located ‘throughout the 
United States, Mexico and in Chile, 
South America. 

American Smelting & Refining Com- 
pany has outstanding a funded debt 
of approximately 51 million dollars, 
followed by 50 millions 7% cumula- 
tive preferred and approximately 61 
millions common stock of $100 par 
value. Only in one year, 1921, which 
witnessed an extreme decline in the 
metal industry, was the company un- 
able to show the dividend earned in 
full. In that year, only $3.20 a share 
was earned for the preferred stock, 
but during the past ten years, income 
after all charges applicable to divi- 
dends has been at the annual average 
of over 21% or three times dividend 
requirements and during that period 
earnings for the common have been 
equivalent to an average of 9%% on 
the outstanding stock. In 1923, earn- 
ngs for the common amounted to ap- 
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proximately 4.4 millions or $8.84 a 
share for the stock. For the first six 
months of the current year, net was 


approximately 4 millions, equivalent 
to around $6.50 a share for the half 
year. 

Balance sheet showed a_ working 


capital of 62 millions including ap- 
proximately 7 millions cash and 15.3 
millions Liberty bonds. The inventory 
of 38.3 millions has also appreciated 
in market value since June 30th. The 
stock of a company so well protected 
by earnings and cash assets, to say 
nothing of its dominating lead in the 
metal industry, is not undervalued at 
78, at which price the return is 6.4% 
on the investment. In view of the 
good outlook for the industry, distribu- 
tion to stockholders may be increased 
and this has not yet been reflected in 
the present market for the stock. 


AMER. METAL This company is 
COMPANY, LTD. also one of the 

world’s large metal 
organizations, engaged either directly 
or through subsidiary companies in 
the business of mining, concentrating, 
smelting, refining, treating, buying, 
selling and otherwise dealing in gold, 
silver, copper, lead, zinc and various 
metals and their by-products. The com- 
pany’s activities are centered in the 





FIVE ATTRACTIVE DIVIDEND. 
PAYING MINING STOCKS 
Recent An’‘al 
Price Div. Yield 
Am. Smelt. & Ref.. 78 $5 6.4% 
American Metals .. 47 6.4 





3 
| Kennecott Copper .. 46 3 6.5 
1 8.7 





| Cerro de Pasco Cop.. 46 
Chile Copper ...... 32 











United States, Mexico, Chile and Cuba. 
Capitalization consists of 5 million dol- 
lars 7% cumulative preferred stock 
and 590,790 shares of common stock 
of no par value. There is a small 
bond issue of $350,000 outstanding on 
the property of one of its subsidiary 
companies. 

While the company was organized 
in 1887, a better appraisal of the pres- 
ent situation can be had from result 
of operations since 1920 in which year 
the low point of earnings was reached 
when net amounted to $850,000, after 
charges. In 1921, the figure was 1.7 
million; in 1922, 2 millions, and in 
1923, 2.7 millions. Gross last year was 
approximately 5 millions. It will be 
seen that, while net earnings were 
equivalent to only $4 per share on the 
outstanding stock, this was after al- 
most half of net income had been 
charged off to depreciation, depletion 
and other reserves. 

For the first six months of the cur- 
rent year, net profits after all charges 
and reserves for depreciation and 
taxes but before depletion, amounted 
to 1.8 million, or within a few cents 
of the annual dividend requirements on 
the stock. Since July Ist, prices for 
all metals, especially silver and lead, 
have advanced, so it is not unlikely 

(Please turn to page 77) 
49 

















Petroleum 








The Texas Company 





Is Texas Company's Dividend Secure> 


Question Arises As to Whether Capital Structure 
Has Not More Than Kept Pace With Earning 
Potentialities —_New Investment Status of Stock 


ing the last year, to respond with 

any degree of enthusiasm in the 
market to cheerful oil news, very prop- 
erly raises the question as to whether 
the company’s very considerably in- 
creased capital structure has not more 
than kept pace with earning power. 
Also whether the present dividend is 
to be regarded as secure as the com- 
pany’s dividends were considered a few 
years ago when its capitalization was 
more modest. 


T vine COMPANY’S failure dur- 


The Increase in Stock Capitalization 

For many years this company, be- 
cause of the known ability and con- 
servatism of its management, large 
earning. power and well buttressed 
financial position, was regarded as a 
peer of the Standard Oils. But Texas 
Co. with a stock capitalization of $37,- 
000,000, such it possessed in 1915, and 
Texas Company with its present $164,- 
450,000 outstanding stock, par $25, are 
quite two different and distinct propo- 
sitions. The following tabulation 
shows that Texas Company, two years 
out of the last three, has failed to earn 





Earned Paid 
Year per share’ per share 
ere $20.62 $8.50 
eer 21.31 10.00 
Pvekicdvwats 41.49 10.00 
Spare 43.51 10.00 
Pc ttaurddanins 33.06 10.00 
PE se aienawens 12.68 5.00 
bed sink es 24.20 10.00 
IT aN e aieesrek ts 7.16 2.87% 
ee 1.54 3.00 
a eee Tr 4.04 3.00 
ES ieiten a auees 1.24 3.00 





* Years ended June 30. t Six months ended 
Dec. 31. % Years ended Dec. 31, 
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its dividends and in the other year, 
1922, earned its dividend but by no 
very considerable margin. 

As to earnings, President Beatty 
was quoted early in October as stating 
that Texas had already earned its full 
dividend requirements for the year 
after inventory adjustments, i. e., in- 
ventory losses in this case, and this 
statement was made, it was said, in 
answer to the report that the company 
might find it necessary to change the 
present $3 dividend rate. While this 
statement may be accepted at face 
value, the fact remains that the earn- 
ings for the full year when issued is 
not likely to give a favorable impres- 


sion, despite the fact that the oil 
industry’s prospects seem to have 


changed a little for the better. Last 
year, the company earned $1.24 a share 
on the five and a half million shares 
outstanding. Even assuming the state- 
ment that dividends for the full year 
will be covered to be correct, it is 
nevertheless apparent that there will 
be little if any margin above the divi- 
dend requirements. This, of course, is 
true of most companies this year. 


A Strong Company 


If the board of Texas Co. should 
decide to reduce or pass the dividend 
it would be more a matter of policy 
than necessity. For Texas is a very 
strong company. There is only a small 
bond issue, totalling $2,400,000 and no 
preferred stock. At the time of its 
last statement the company had a 
working capital of nearly $88,000,000 
of which upwards of $14,000,000 was 
in cash. Texas Company is a complete 
oil unit, producing, refining, transport- 
ing and selling oil and oil products to 
the wholesale and retail trade. The 
size of the company is indicated by its 
plant account carried in the balance 
sheet at upwards of $242,000,000. As 
is necessary in the case of an oil or- 
ganization of this size, the oil inven- 
tory item is a large one, totaling more 
than $84,000,000 on December 31 last. 
Texas Company, like the Standard 
Oils, follows the policy of buying con- 


siderable quantities of oil when oil is 
cheap. Oil is very cheap now, in some 
instances being below production costs 
and Texas is reported to be a large 
buyer. In view of the fact that the 
current year may not be as satisfac- 
tory as hoped from the results of the 
first three quarters, and also that the 
inventory may require a very consid- 
erable amount cf money, it is not en- 
tirely out of the picture that a read- 
justment of dividends may be in order. 
Of course, with its long established 
and A-1 credit Texas could get all the 
accommodations it requires from its 
bankers but ultra-conservative com- 
panies like to keep out of bankers’ 
hands as far as possible. 


Conclusion 


The purpose of this article is not to 
shake the well deserved confidence 
which investors rightly hold in the 
ability of the Texas management or 
the intrinsic value of its properties. A 
sharp advance in oil prices would bring 
very large profits to Texas. 

It is necessary, however, to point 
out that under existing conditions the 
dividend cannot, as formerly, be re- 
garded as absolutely secured. The 
stock, therefore, must be regarded as 
being in the specvestment rather than 
in the out-and-out investment class. 
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No Gain in Industrial Operations 


General Hesitancy Indicated in Im- 
portant Industries—Situation Confused 
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Demand Is Slack 


ONDITIONS in the iron and steel 
C industry have been extremely 

quiet of late, so much so that it 
is difficult to formulate an opinion as 
to the probable trend in the near fu- 
ture. Railroad buying is still the main 
feature, but while new business dur- 
ing the early part of October averaged 
better than that of the corresponding 
period in September, the month is not 
expected to show a marked gain, on 
the whole, due to slackening demand 
in the latter half. 

The outlook for prices remains con- 
fused as it becomes more evident that 
the changes wrought by abandonment 
of “Pittsburgh Plus” are likely to be 
even more profound than had at first 
been anticipated. Less is now heard 
of proposed mergers which were freely 
discussed a few weeks back but it is, 

(Please turn to page 65) 








COMMODITIES 


(See Footnote for Grades and 
Unit of Measure) 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—tThe iron and steel industry is marking time with 
demand generally hesitant but production holding around 
the 60% level. The undertone of prices is unsteady and 
there is little to indicate improvement in this direction in 
the near future. 


METALS—Lead is in a strong position which is reflected by 
rising prices. Demand for zinc is fairly good at moderate 
advances while copper, though still rather dull, is main- 
taining recent fractional gains. 


OIL—Continued decline in crude oil production carries out- 
put well below 2 million barrels a week. Situation show- 
ing improvement but no likelihood of material price 
changes in near future. 


TEXTILES—tTextile manufacturers, encouraged by more ac- 
tive demand for goods, increase operations but industry 
still depressed, particularly at Northern mill centers. 


LEATHER—Consumption of leather is increasing and prices 
show further appreciation. Shoe manufacturing opera- 
tions approaching more normal basis, which is material 
factor in leather industry’s recovery. 


MOTORS—tThe automotive industries are proceeding along 
conservative lines. Sales are slightly larger in volume 
than those a month ago, but there is no suggestion of 
marked improvement over the next few weeks. 


WHEAT—The wheat market has been fluctuating irreso- 
lutely in recent weeks, but it would seem that the peak of 
the forward movement had been reached for the present. 
although the commodity is still in a strong position. 


SUGAR—The prospect for a larger world production next 
year, combined with seasonal falling off in demand, tends 
to hold raw-sugar prices close to the 4-cent mark. 


BUILDING—Building operations in September fell slightly 
below the August total but are still running well ahead 
of last year. Production of lumber and cement is slightly 
less active. 


COAL—Mining activities are at the highest point since last 
March, but consumers remain cautious in spite of light 
reserves. Prices are tending upward. 


SUMMARY—The business situation continues to be marked 
by irregularities and contrasts, with hesitation more pro- 
nounced in the past two weeks. Fundamentally, conditions 
in most lines are sound, although price levels have not im- 
proved sufficiently to overcome the high production costs 
common to many lines of manufacture. 
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ANSWERS TO INQUIRIES. 


SUBSCRIBERS—ATTENTION! 


The inquiry Department enables you to 
adapt THE MAGAZINE OF WALL STREET 
to your personal problems. 
subscriber, you are entitled to receive 
FREE OF CHARGE a reasonable num- 
ber of PERSONAL REPLIES BY MAIL 
OR WIRE on any security in which 


As a yearly 


you may be interested. The inquiries pre- 
sented in each issue are only a few of the 
thousands received—43,000 in 1923. The 
use of this personal inquiry service in con- 
junction with the Magazine should help 
you to get hundreds or thousands of dol- 
lars of value from your $7.50 subscription. 
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HUPP MOTORS 
Improvement in Earnings 


About a year ago I bought Hupp Motors at 
17, and while it continues to pay dividends 
the decline in market value offsets what I 
have received in dividends, so I am really out 
the interest on my $1700. Would you advise 
me to continue holding my stock?—J. P. C., 
Albany, N. Y. 

Hupp Motors has recently shown a 
distinct improvement in earnings. For 
the quarter ended September 30th, 
1924, net income after taxes was 
equivalent to 53 cents a share on the 
stock compared with 31 cents a share 
in the preceding quarter and 42 cents 
a share in the first quarter of 1924. 
In the beginning of the year, Hupp Mo- 
tors greatly strengthened its financial 
condition through sale of 342,675 
shares of stock which were offered to 
shareholders at $12.50 a share. As of 
September 30th, 1924, cash and mar- 
ketable securities on hand totalled 3.4 
millions and the company is entirely 
free of bank loans. From the view- 
point of earnings and financial condi- 
tion, the present dividend appears 
fairly well protected. We believe you 
are justified in continuing to hold the 
stock. 





UNITED DRUG 
Increased Dividend Likely 


I hold 100 shares of United Drug which cost 
me 74 and on which I receive the return of 
approrimately 8 per cent or $6 a year. By 
selling now my market profit, which is $20 
per share, would inercase my actual yield for 
the past 18 months to about 20 per cent. 
Would I do better bu waiting? The issue is 
practically on a 6 per cent basis. Is the divi- 
dend likely to be increased ?—C. M., R.., Spring- 
field, Mass. 5 


Although you have a_ substantial 


profit in your United Drug stock, we 
believe you are justified in holding the 
stock for still higher prices. United 
Drug earnings have been steadily in- 
creasing and the company’s recent 
action in replacing an 8% bond issue 
with one bearing 6% interest will save 
the company in interest and sinking- 
fund charges, an amount equivalent to 
about $2 a share on the stock. As the 
financial condition is strong and earn- 
ings so far this year have been running 
at the rate of $10 a share, it appears 
probable that a higher dividend rate will 
be paid before long. United Drug is 
one of the largest chain-store organi- 
zations in the country and we consider 
it to have a very promising future. It 
is an excellent stock to hold for a long 
pull. 





MAXWELL MOTORS 
“A” Stock Close to Dividends? 


I bought Maxwell Motors A at 45 and al- 
though it is now selling around 60 it does not 
appear to me to be any nearer dividends than 
when I bought it. I have been advised to 
switch to the B stock. This would give me 
three times as many shares and cach point 
advance would be equivalent to three points 
on the A stock. Please give me your opinion, 
-—-R. P. L., Philadelphia, Pa. 

While we consider the Maxwell Mo- 
tor B stock to have good speculative 
possibilities and that it is possible your 
profits might be increased by switch- 
ing to the “B” from the “A” your risk 
would undoubtedly be increased. The 
“A” stock is entitled to dividends of 
$8 a share per annum before the “B” 
can receive any return. Under the cir- 
cumstances, the safer course would be 
to retain your “A” stock. Since the 





to your financial problems. 
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middle of the year, Maxwell has been 
showing excellent earnings, due in 
large part to the demand for the new 
Chrysler car. Net earnings in Septem- 
ber were equivalent to $4 a share on 
the “A” stock and for the full 1924 
year it is estimated that Maxwell will 
show close to $20 a share earned on 
this issue. As the company is now in 
strong financial condition, with about 
5 millions cash on hand, there is appar- 
ently no obstacle to early dividend ac- 
tion on the “A” issue. As an $8 stock it 
should be entitled to a higher market 
level than at present prevailing and 
we consider the stock a good specula- 
tive holding. 





COSDEN & COMPANY 
New Selling Agency 


Can you tell me something about the new 
Cosden Sales Corporation? Will the direct 
selling of its gasoline really benefit Cosden? 
I have held my stock for a long time. It cost 
me 35 a share, but I have been losing confi- 
dence recently, and this new cxrpansion leaves 


me cold.—R. F. G., Pittsburgh, Pa. 


Cosden & Company recently pur- 
chased the Taxman Refining Company 
which has been distributing about 175 
million gallons of gasoline annually in 
the middle West territory. This com- 
pany is to be reorganized under the 
name of the Cosden Sale Corporation. 
The management has announced that 
no financing will be required in con- 
nection with this development. This 
purchase will give Cosden an outlet for 
a large part of its gasoline production 
and we do not believe that the deal 
should be construed as an unfavorable 
development. On the other hand, Cos- 
den & Company is none too strong 
financially and may be obliged to re- 
sort to new financing, even though this 
recent purchase does not of itself re- 
quire additional funds. We believe 
that the oil situation generally is turn- 
ing for the better but favor the 
stronger companies. It would be a 
sound move on your part to switch into 
Phillips Petroleum which is paying $2 
per share per annum and selling 
around 33. Phillips is in strong finan- 
cial condition and has developed a 
large earning power. 
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VACUUM OIL COMPANY 
Now a Producer 


How do you believe the Vacuum Oil Com- 
piny’s stock should be affected by the fact 
that the company has become an oil pro- 
ducer? I have felt the company’s strongest 
point was that it was free from the uncertain- 
ties surrounding the development of oil terri- 
tory. That was the original Standard Oil 
policy.—T. G. H., Newark, N. J. 

As you state, the original Standard 
Oil policy was to allow others to as- 
sume the risks incident to the devel- 
opment of oil production and confine 
activities largely to transportation, re- 
fining and marketing. However, this 
policy was never strictly adhered to 
and at the present time nearly all of 
the large Standard Oil Companies 
have considerable production of their 
own. About a year and a half ago, 
Vacuum Oil Company organized a de- 
partment to develop producing acreage 
and has recently brought in some pro- 
duction in the Lake Charles District 
of Louisiana. This development, how- 
ever, should not be construed by stock- 
holders as unfavorable in any way. 
In the first place, it represents but a 
very small percentage of the company’s 
activities and is being conducted in a 
conservative manner. We _ consider 
Vacuum Oil one of the best stocks in 
the Standard Oil group and an attrac- 
tive long-pull holding at present levels. 
Hold it. 





NORFOLK & WESTERN 


Earning About $10 a Share 


I have held Norfolk € Western for 7 years, 
having bought it in 1917 at 126. As aT per 
cent stock it appears to me to be selling very 
high, particularly as I understand the com- 
pany is only earning about $9 per share. I 
want a safe investment and I would appre- 
ciate your suggestion.—V. E. R., Chicago, IU. 

On the basis of current earning 
power, about $10 a share should be 
earned this year, Norfolk & Western 
appears high enough at present levels 
and not as attractive as Southern Pa- 
cific which is earning about as much 
and selling 20 points lower. There is 
another important factor, however, 
which enters into the situation. Nor- 
folk & Western would make a valuable 
addition to the Pennsylvania system 
and there have already been negotia- 
tions toward effecting a lease of Nor- 
folk & Western to the Pennsylvania. 
While it has recently been announced 
that the negotiations have fallen 
through ultimately the two systems 
may be brought together. However, 
it is our opinion that a stock such as 
Southern Pacific represents sounder 
investment value at present levels. 
Moreover, Southern Pacific is a stock 
which, in time, may show substantial 
appreciation in market value. We con- 
sider this a desirable switch from 
many viewpoints. 


KELLY SPRINGFIELD TIRE CO. 


Further Price Cut 


Should I hold Kelly Springfield which cost me 
41 and hold on to it through the decline. I 
notice that the company has reduced its tire 
prices, and if it can not pay dividends on 
higher prices is there any likelihood of the 
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company working back, particularly 
of the increase in the cost of labor?—E. M. C 
Boston, Mass. 


in view 
’ 
o Oy 


Since the middle of the year there 
has been a heavy demand for tires and 
this enabled the tire manufacturers 
as a whole to make a better showing. 
Competition in this industry is still very 
keen, however, as indicated by the re- 
cent reduction in prices of the straight 





to suggest that you sell out the stock 
in view of the large loss involved, still 
we feel you would be better off in an 
issue that would give you some return 
on your money and that also has good 
prospects of appreciating in value. A 
suggestion is Wright Aeronautical pay- 
ing $1 per share per annum and sell- 
ing around 12. 





side pneumatic tires of from 3% to 6% 
which price cut was initiated by Fire- 
stone. With demand heavy and the 
price of crude rubber advancing, it 
was not a logical time for a cut and 
such action is an indication that this 


DOME MINES 
A Mining Speculation 
Considering world economic conditions and 


the high cost of labor machinery, ctc., do you 
believe the Dome Mines with its production of 


industry is still rather disorganized. $4,000,000 or $5,000,000 a year is wisely 
Kelly Springfield is obliged to meet (errs Wien ‘a minimum of prot? Would you 
heavy sinking-fund requirements on its «dvise me to continue holding my stock or 
funded debt and there are two issues switch into one of the other metal mining 


shares?—A. B. D., Chicago, Il. 


While it is true that the cost of min- 
ing has gone up considerably due to 
world economic conditions, mine man- 
agements can hardly afford to curtail 


of preferred stock ahead of the com- 
mon on which nothing is now being 
paid and on which dividends are ac- 
cumulating. Under the circumstances 
the common still appears a long way 


from dividends and while we hesitate (Please turn to page 60) 





AMERICAN BOSCH MAGNETO—GRAY & DAVIS 
Merger of the Two Companies Expected to Result in Material Saving 


I notice that the American Bosch Magneto Company is about to take over 
Gray & Davis, which it has controlled for some years past, and that shareholders 
of the latter are invited to give up their stock on a pro-rata basis for stock in 
the American Bosch Magneto Company. Is this favorable to American Bosch 
Magneto stockholders and should I continue to hold my stock?—F. P. A., 
field, Mass. 


Spring- 


Under the plan of consolidation as ratified by American Bosch 
Magneto stockholders, a new company will be organized to take over 
the entire assets of Gray & Davis, Inc., and assume all its liabilities, 
including one million first mortgage convertible bonds. This new 
company will issue to American Bosch Magneto 134,182 shares of 
stock without par value, which will be the entire outstanding issue. 
The American Bosch Magneto will issue to Gray & Davis, Inc., 
42,266 shares of American Bosch capital stock. Under an 8-year 
operating contract with American Bosch, the new company will 
operate its plant when and to the extent and on such products as the 
former will determine and will sell to American Bosch its products 
exclusively at a price sufficient to cover entire cost of operation and 
in addition an annual sum of $180,000, which will be sufficient to 
retire all of the bonds in approximately seven years. Gray & Davis 
for the nine months ended September 30, 1924, reported a deficit after 
charges of $45,986. However, in the past Gray & Davis has been 
able to show a substantial earning power and under the new arrange- 
ments of operation it is probable that material savings can be effected 
and the earning power of the Gray & Davis plants restored. Whether 
this merger will be favorable to American Bosch Magneto, the future 
must determine, but it does not appear to be a development that 
should cause American Bosch stockholders concern, in view of the 
earning power that Gray & Davis has shown in the past and the fact 
that American Bosch has not assumed a heavy liability. American 
Bosch Magneto for the nine months ended September 30th reported 
earnings equivalent to $1.30 a share, which compares with 97 cents 
a share earned for the full 1923 year. As the current year has not 
been a particularly favorable one for the automobile accessory busi- 
ness, this is not a bad showing. However, Hudson Motors, paying 
$3 per share per annum and earning between $5 and $6, appears to 
us a more desirable holding. Both stocks are selling at approximately 
the same price. 
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How Far Shall I Go in “Foreigns’ > 


Principles of Selection—Danger of Over- 
load—Constant Watchfulness Needed 


OR some years past, the question 

has been rather urgent in a good 

many bank boards of directors 
how far it was safe to go in building 
up a bond account that included a large 
element of foreign issues. This ques- 
tion is more acute today on account 
of the fact that the practical applica- 
tion of the Dawes Plan in Germany, 
and the placing of a German loan in 
this country are factors that tend to 
open the way to a great flood of for- 
eign bonds. There are already a good 
many foreign bonds on the market; 
and ever since domestic bonds reached 
their present high levels, interior bank- 
ers have been asking: “How far shall 
I go in foreigns?’ 


A Banker's Answer 


What one city banker thinks about 
this question was indicated a few 
weeks ago, when a country correspon- 
dent came to him for the purpose of 
arranging a line of accommodation de- 
signed to fit his possible necessities 
when he might be “loaned up” owing 
to demands from customers. The city 
banker went over his statement in order 
to see whether it would be necessary 
for the lending bank to have collateral 
or whether it could extend the accom- 
modation desired without security He 
shook his head doubtfully, when he saw 
that a large percentage of the country 
banker’s bondholdings consisted of 
French external loans, and then he 
asked: “What made you go into French 
bonds so deeply?” “Practically the 
question of rate,” was the answer; 
“they were the only bonds that gave 
a net yield about the same that we had 
been getting out of our customers’ pa- 
per. So when loans fell off we bought 
a lot of these French bonds. Then, 
when the advance in the bond market 
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put our domestic bonds up to a point 
where there was a good profit, we sold 
them and bought some more of the 
French.” 

The city banker had been abroad 
making a careful study of the foreign 
situation and he hastened to tell the 





REVIOUWS to the war, 

bankers and investors in 
general were in the habit of re- 
garding Government bonds as 
possessing some sort of sacro- 
sanct quality. Conditions have 
changed since the war, however, 
and the wise banker or investor 
will be just as careful in selecting 
foreign Government bonds as he 
would in the selection of domestic 
corporation issues. The fact that 
a foreign issue may be backed by 
its Government is no guarantee 
of security, these days. Each issue 
should be judged on its own 
merits regardless of its classifi- 
cation. 





applicant that if the latter wanted 
accommodation, he would have to di- 
versify his holdings a good deal more, 
and would have to shift a considerable 
part of his bonds into the domestic 
field. “How much ought I to hold in 
domestic bonds as against foreign?” 
the country banker came back. “Well, 
that depends entirely on the kind of 
domestic bonds you have and the char- 
acter of your purchases of foreign se- 





curities,” was the response. Between 
them, they eventually worked out a sat- 
isfactory schedule, in which the coun- 
try banker undertook to limit his hold- 
ing of foreign bonds to not over 20 per 
cent of his entire bond ownership, and 
preferabely nearer 10 per cent. 

Another banker, who had become 
somewhat worried over his bond port- 
folio, took it a few weeks since to one 
of the most intelligent of the state 
bank examiners, in an eastern state, 
asking for advice. The latter went 
over the list, although it was not part 
of his official duties to do so, and finally 
advised the cutting down of the for- 
eign bondholdings to not more than 
5 to 10 per cent of the total, the latter 
being, he said, an outside figure. But 
he also admitted that a great deal de- 
pended on the kind of foreign bonds 
that were bought. 


Testing the Foreign Bond Account 


It is desirable, especially in a pe- 
riod like the present when very large 
amounts of time and savings accounts 
are being held by commercial banks, 
that the latter should hit upon a sys- 
tematic way of protecting these inac- 
tive accounts. A good many bankers 
are putting into bonds a sum of money 
roughly corresponding to the amount 
of their savings deposit holdings, but 
of course they have to confront the 
fact that, while their judgment may 
be and usually is very good as regards 
commercial paper, they do not know 
much about the probability of getting 
paid by the City of Munich or the Gov- 
ernment of Timbuctoo. 

Fortunately, the securities market 
itself furnishes a guide to their action 
which can easily be developed and ap- 
plied. Every banker, either consciously 
or unconsciously, endeavors to have his 
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bond list yield him a percentage of re- 
turn which he has pretty well decided 
upon. If he is carrying the bulk of 
his interest-bearing accounts at 2% or 
3%, he wants to get as a return on 
the funds he invests, say, 5 or 5% per 
cent. He may do that by buying bonds 
whose return approximates the amount 
that he thus recognizes as necessary 
to him, or he may do it by diversify- 
ing his bondholdings so as to take in 
some very high-grade low-yield bonds 
which he regards as a semi-permanent 
nucleus, while to these he adds others 
which yield materially more but in- 
volve a larger element of judgment 
and of risk. 

At the present time, the foreign bond 
list yields approximately 1% to 2 per 
cent more than gilt-edged domestic cor- 
poration securities. Atchison General 
4 per cents, perhaps the premier rail- 
road bond of the country, give a re- 
turn of about 4% per cent on the in- 
vestment. The bonds of some of the 
sounder issues of foreign countries 
yield 5% while the less safe and sound 
return 7% to 8 per cent. A general 
average around 6 to 6% per cent may 
be struck. This makes the first ele- 
ment in the banker’s problem the 
question of reaching a judgment. He 
should not buy bonds issued by for- 
eign countries whose net yield to him 
is larger than the yield which he is 
willing to take on the more risky and 
less sound of his domestic bonds. This 
would mean for example that if he 
were willing to buy a 6 per cent oil 
bond at around par, or a 7 per cent oil 
bond slightly above par, he might be 
warranted in taking, say, some Japa- 
nese 6s or Belgian 6%s, or some of 
the French “city” bonds that would 
give him very much the same kind of 
yield. The fact that they are on prac- 
tically the same basis of yield as the 
home industrials, or the cheap second- 
grade home rails, shows that the mar- 
ket rates them at about the same in- 
trinsic value. They will require watch- 
ing in just about the same way and 
will need to be looked over as fre- 
quently as a schoolboy’s teeth for the 
purpose of preventing them from get- 








ting into aii unsatisfactory condition. 
No Millennium In Foreign Bonds 


The great trouble lies in the fact 
that as a result of long practice and 
custom the bankers got into the habit 
of regarding “Governments” as having 
a kind of sacrosanct quality. Nothing 
of the kind can be assumed of Govern- 
ment bonds since the war. The wise 
banker will select his Government bond 
just as carefully as he does his corpo- 
ration issue. At the present time, he 
will undoubtedly prefer the bonds of 
the sound neutrals, such as Switzer- 
land, Holland, the Scandinavian coun- 
tries and perhaps one or two others. 
He will, of course, put British bonds 
far ahead of those of any of the other 
belligerents, and when he gets outside 
of this comparatively small list he will 
stop and think a long time. Cuban 
bonds and those of Hayti and Santo 
Domingo are probably in a class by 
themselves because of the peculiar re- 
lationship of the United States Govern- 
ment to those countries; other South 
American bonds will bear very close 
investigation and constant watching. 
There is no reason for supposing that 
“All’s right with the world,” in finance 
at least, but on the contrary there is 
still a long road to travel for most of 
the countries and a great many bonds 
that are now apparently tolerably sta- 
ble will have their troubles. 

So the banker when he goes into 
these bonds will keep them down in 
their total to not over 15 to 20 per cent 
of his entire bondholding and prefer- 
ably nearer 10 or perhaps less than 
that, while he will go into them at all 
only to the extent that he would put 
his funds into domestic bonds of high 
yield if he stayed out of foreigns. 
Finally he will keep his eye on the se- 
curities market and above all will in- 
form himself pretty thoroughly of de- 
velopments in the country whose bonds 
he is carrying and will act accordingly. 
Under these conditions a moderate 
holding of foreign bonds, especially of 
the issues already referred to is per- 
missible for the well-managed bank. 








WHY BANK STOCKS HAVE ADVANCED IN PRICE 
(Continued from page 34) 








this contraction will be entirely ad- 
verse. It must be remembered that the 
demand for credit is generally neur- 
ished by a decline in its cost, espe- 
cially if underlying conditions are 
good; it must be further remembered 
that the banking institution of today 
is, in the group discussed here, a re- 
markably efficient organization. Put- 
ting these two together, it follows that 
some compensation for low money 
rates must result from the larger 
volume of business handled, the mea- 
sure of that compensation resting 
upon the efficiency of individual insti- 
tutions. 

There is a further compensation in 


56 = 


low money rates which has directly to 
do with another of the three “ques- 
tions” noted above, i. e., the question 
concerning foreign competition. It is, 
furthermore, two-edged. First, there 
is the fact—depending upon cases for 
its importance—that low money rates 
reflect a liquefied credit situation gen- 
erally and should greatly assist in the 
financial rehabilitation of the many 
large businesses which have yet to 
emerge, completely restored, from the 
effects of war times. In furtherance 
of this theory, I would refer the reader 
to the numerous important reorgani- 
zations effected in the world of finance 
within the last twelve months—many 
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of them within the last two months. 

The second compensation for low 
money rates lies in the impetus such 
rates give to foreign financing. The 
American people have gone on record 
as approving foreign financing on a 
wise basis. The extent of that financ- 
ing in the next five years should, by 
all signs, be greater than during any 
similar period in the history of this 
country. It is the old story of water 
seeking its own level—money, in over- 
supply at one corner of the globe, flow- 
ing to where it is in undersupply at 
other corners. Consider the oppor- 
tunities for profit which such financ- 
ing activity should produce for the 
banks and, with due allowance for wise 
conservatism, it is easy to see a poten- 
tial source of earnings likely to attain 
large proportions. 

Nor does this latter compensation 
for low money rates stop at the antici- 
pated increase in foreign financing and 
the consequent broadening of bank 
activities. There is an additional fac- 
tor. That factor is—or seems likely 
to be—the rehabilitation (to call it 
that) of commitments which many 
large banks were led to make during 
the war and post-war period and which 
have been entirely or largely “written 
off” by the establishment of special 
reserve accounts. In this connection, 
we may cite the case of the National 
City Bank which established a contin- 
gent fund of 5.6 millions and the Amer- 
ican Exchange with a similar fund of 
$1,000,000. If tight money and infla- 
tion made these reserves desirable, it 
is a fair conjecture that low money 
and sound business conditions will sup- 
ply the necessary compensation; and, 
perhaps, release some of the reserves 
heretofore held apart. 

In respect to Federal Reserve “com- 
petition,” it is difficult to establish 
that this “competition,” such as it is, 
is not counteracted by the benefits of 
the reserve system. To be sure, large 
city banks which acted for interior 
institutions in certain bank operations 
are now supplanted by the central re- 
serve banks, but the growth in the bus- 
iness of our banks since the reserve 
system was instituted is a final answer 
to the theory that, in the final analysis, 
reserve activities are at all subversive. 
Incidentally, it is pertinent to note 
that, within the scope of the reserve 
system, the banking world has been 
greatly strengthened by the national 
machine, and this factor alone should 
far outweigh any disadvantages or re- 
strictions it may entail. . 


A Justifiable Conclusion 


Altogether, then, this conclusion 
seems justified: Granted that existing 
low money rates tend, to some degree, 
to restrict profits, they also tend to 
increase the volume of business, both 
here and abroad, and to stabilize 
credits and the credit machinery. They 
usher in a “breathing spell” enabling 
the rehabilitation, in large measure, of 
businesses damaged during the infla- 
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tionary period and help to release 
credits which, even today, are carried 
as “write-offs.” Under the circum- 
stances, it follows that the well-man- 
aged bank has about as much to gain 
from prospective trade and financial 
conditions as it has to lose, and on that 
basis, well-selected bank stocks con- 
tinue as attractive today as they ever 
were. The two I regard with particu- 
lar favor are high-priced, notably, 
First National and Hanover National. 
The reader has only to examine the 
records of these two banks, shown else- 
where, to understand why they are 
singled out. It may be further noted 
that, in the year to June 30th, last, 
indicated earnings of both institutions 
were about twice dividend require- 
ments. 


As for Insurance Stocks 


This article was supposed to include 
a discussion of Insurance Stocks as 
well as Bank Stocks, from the invest- 
ment point of view. The writer’s in- 
terest in the first part of his subject 
has led him to consume most of the 
space allotted him, so the Insurance 
analysis will have to wait until later. 

But there should be enough space 
left to register one thought about the 
stocks of Fire Insurance companies— 
a thought called to the writer’s atten- 
tion by a student of this group who 
may enlarge upon the theme in a later 
issue of the Magazine. Here it is: 

Fire insurance companies are re- 
quired, by law, to set aside in reserve 


a fund representing the amount nec- . 


essary to the re-insurance of policy- 
holders. This is known as the Un- 
earned Premium Reserve. The reserve 
is amortized from year to year. To- 
gether with the capital and surplus of 
the insurance company, it is invested 
in securities, thus producing the in- 
come from which dividends are paid. 

With the growth of the country’s 
business, the increase in insurance of 
this nature leads to increases in the 
investment fund—which means larger 
earnings. By the process of amortiza- 
tion, the available funds on established 
policies must, up to a certain point, 
automatically increase. 

It follows, then, that the well-man- 
aged fire insurance company represents 
about as ideal a form of the increas- 
ingly popular “Investment Trust” as 
it would be possible to devise. That is 
to say, the holder of an insurance stock 
not only shares in the growth of his 
company, but also enjoys a participa- 
tion in the income derived from, in 
some cases, several hundred securities. 

This feature appeals to the writer 
as the outstanding feature of fire in- 
surance stocks such as Travelers, Globe 
& Rutgers and Continental. Even if 
the better of these companies had not 
grown greatly in recent years and did 
not have opportunities of further 
growth—if their risks were not limited 
by law, or their affairs not subject to 
independent supervision—their “invest- 
ment trust” characteristics would com- 
mend them to every sagacious inves- 
tor wishing to make the wisest use of 
his funds. 
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Pre-War War 
Period Period 
nti tl ai 
1909-13 1914-18 
RAILS High Low High Low 
Atchison ...... cocccccccec chee 90% i 75 
BP, Wels cocngcocese cocccckee 96 102 75 
Atlantic Coast Line. ........148 102% 126 79 
Baltimore & Ohio...... «+224 wid 96 88 
eR Lecees OO 77 80 48 
Canadian Pacific...... ooes 288 165 220% 126 
Chesapeake & Ohio......... 98 61% «271 35% 
Ches. & Ohio Pfd...... eocce os - es - 
Cc © Bb, Fae cccecceccs 165% +9] 107% «835 
i. Ws 6a60n0eccssceuded 181 130 143 624 
Chicago & Northwestern....198% 1238 136 85 
Chicago, R. I. & Pacific..... .. ° 45 16 
PL WED Miiccccceccecese oe ee 94 44 
WO, Gib Dibesccisccceces ac a 854 
Delaware & Hudson........ 200 147% 159% 87 
Raewene, Lack. & W...... 340 192% 242 1 
‘abengeseesorseseewnes 1% 33% 69% 18 
Do. | . Bere 49% 264% 54% 155 
ee Be Pelle cenccececcese 89% 19% 45 Si 
Great Northern Pfd........ 157% 115% 184 79 
Illinois Central.....sccccere 162% 102% 115 85% 
Kansas City Southern. . 50 21% # «35 18% 
sees eos 75 56 65% 40 
Lehigh Valley..........seee 121% 62% rts | 50% 
Louisville & ’ Nashville peeeee 170 121 141 103 
Mo.. Kansas & Texas....... 51% 174% 2 3% 
PA le ccesesesseenteeen | 46 60 6% 
Re IE ccccdeminnnatesil °77 *21% 38% 19% 
a, Oa ee es 64% 37% 
4 y. rrr 147 90% 114% 62% 
. Chicago, & St. Louis-109}4 90 904 55 
N Y" H. & Hartford. ..174% 65 89 21% 
eA |B, i Wl eneacousess 55 25 35 17 
Norfolk & Western......... 119} 84 147% 92% 
Northern Pacific........ 159% 101 118% 75 
Pennsylvania ..... 75 53 61% 40% 
Pere rquette. -*36% 1°15 88! 9 
Pitts. & W. Va “ os 40 17M 
Ree - 89% 59 1155 60% 
Do. Ist Pfd. - 4 41% 46 34 
ee Ee Pe ncm2cer< 58 42 52 8344 
St. Louis-San Francisco *74 *13 50% 21 
St. Louis Southwestern. - 40 18% 382% ll 
Southern Pacific...... 139 83 0 75% 
Southern Ry... . 34 18 8634 124% 
Be. Ves. ..c« - 86% 43 85% 42 
Texas Pacific. - 40% 105 29% 6% 
Union Pacific. .219 137% 164% 101% 
Do. Pfid..... -118% 79% 86 69 
Wabash . .*27 *2 17% 7 
Do. Pfd. A eocceo "ee *6y% 604 80% 
Be WE, Biv céescvcceeess ce oe 32% 18 
Western Mary'and........+. *56 *40 3 9% 
Western Pacific..... eo ee ee 25% ii 
Do. eee ee es es 85 
Wheeling & Lake Erie......°18% °%8%  %7H% & 
INDUSTRIALS: 
Adams Express........++++870 90 154% 4 
Allied Chem......scccsssees oe ee ee ee 
Be, PEG. cccccoccccccecece 2 ° es ee 
Allis-Chalmers .....0+e+eees id ™ 49% 6 
Do. Pid... cccocccccccscee @ 40 92 82% 
Am. Agr. Chem..... coccces 68% 33% 106 47% 
De, FOB... cccccccccccescceken 90 103% 89% 
Am. Beet Sugar....seeesess 77 19% 108% «19 
Am. Bosch Mag....secseees -- os . es 
Bm, Gam «.cccecce ovceseece OF 6H 68% 19% 
BEd... . ccccccccccccckan 98 1144 80 
Am. Car & Fdy....ceeseee+ 76 36% 98 40 
Do. + SE ppenaneneeee 124% 107% 119% 100 
Am. Express ......+++ eee 800 94% 140% 17% 
Am. Hide & Leather.....+-. 10 8 22% 2% 
| eee cocccce oly 15% 924% «#210 
Am. X. ppv coccccces © ° 49 8% 
Am. Soeernadionsl eececccces os ee 12 
Am. Linseed ...... cocecesece ED 6% 47 20 
Om. LAC. ..cccee pars | ae. 98 465% 
Da. PSS... cccooese coccccc cl 15 109 93 
Am — _—- ecccccces © ° ee ee 
Am. Ship OM. ..cccccece es es os 
Am. Smelt. & Ref. -..0..44+108%4 56 123 60% 
Do. Pld. ... .cccccccscccedds 4 98 118 97 
Am. Steel Fdys.....se+ses++ 74 24 95 44 
o. occccceeceeeseeee se - - oe 
Am. Sugar ....... cccccocentee 99% 126% 89% 
@. Fab. cccccece ccccccece HH 110 123% 106 
Am. Sumatra Tob....ssesee «+ oe 145% 15 
<. ere cocccece « - 75 
Am. Tel, & Tel......0c.000,188% 261 134% 90% 
Am. bs ay ecsecoccoces eee 200 256 123 
Se Ms 8 4-600460beuesoee a ee ae a? 
Am. Woolen ......sccccseee 40% 8618 6o“% 8618 
Do. Pid. ......ccccce eoee 1078 7 102 12% 
Anaconda .......-++++ eoece 27% 105% 24% 
Associone’ Dry Goods... «+ oe 28 10 
Do. Ist Pfd...... eeeeeeee of oe 75 60% 
Do. 2nd Pfd......cecccces - ee 49 85 
a Batt & W. Biccocccccees is 6 147 4 
“@ eae seoseeceeeee OB 3° ane . B 
Edwin Lecd..cccccecccece 
pai came eeemneee’ 1004 ll 98 
Bethlehem & B..cceeee 61 *18 155K 888M 
De 2 Pel. cccccccce eee «7? oe as 
Do 8 BES ..cccccccces os ee 1e% mae 


Post-War 
Period 
1919-1923 
High Low 
108% 91¢ 
95% 72 

127 77 
60% 27% 
66% 38% 

170% 101 
79 46 

105 96 
562% 11% 
76 2054 

105 45% 
50 19% 

105 64 
98% 654 

141% 83% 

260% 93 
22% 7 
33 11% 
27% 7% 

100% 50% 

117% 80% 
28% 13 
59% 40 
72 89.4 

155 844 

*1944 *y, 

*48%, *2 
887% 8% 
63% 22% 

107% 64% 
91% 23.4 
40% 954 
30% 14% 

125% 84% 
99% 49% 
49% 32% 
47% 12% 
94 21% 

108 604 
61 82% 
654 33% 
3874 10% 
40 10% 

118% 67% 
885% 24% 
72. 42 
70% 14 

154% 110 
80 61% 
1435 6 
88 17 
25% 12% 
17% 8 
40 12 
78 61% 
18% 6 
84 2% 
91% 34 

115% 83 
59% 26', 

1 6744 

1134 10% 

103 28% 

103% 24 

14375 22% 

10754 2144 

115 72 

201 84'5 

126% 105% 

i75 76 
43% 5 

142% 29% 

122 37 

132% 16 
95 13 

1364 658 

122% 96% 
22 8% 
47% 4% 
893% 29% 

10954 63% 
50 18 

107 78 

148% 47% 

119 67% 

120% 16 

105 82% 

128 92% 

314% 104% 

210 100% 

169% 55% 

111% 88% 
77% 30 
89 48 
89 49% 
93% 88 

| 9% 
76 6 

156% 62 

118 i] 

112 41% 

108 87 
116% «= 88 
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High Low 
109 97% 
93% 86% 
138 112 
65 524% 
61% 5614 
1542 142% 
92 i4 67% 
109'5 +4 2 
18% % 
ioe 18% 
6444 49% 
3634 21% 
91 7634 
79% 65 
13434 104% 
14635, 110% 
353g 20% 
427% 2858 
42 25'¢6 
693%, 53% 
114%. 100% 
2534 17% 
5614 61% 
7243 39: 
10134 8756 
16% 10% 
49 2934 
22% 934 
59 29 
1105g 99% 
121 72\. 
30's 14'5 
2355 16 
132 102% 
6734 47% 
4634 42% 
63% 40% 
64%, 38 
79 51% 
56'5 34 
56 3314 
39'. 191% 
455% 33 
97% 85% 
7058 38% 
7934 6634 
39% 19 
1477, 1265% 
76 70 
73% 1034 
4734 34 
3234 22°; 
135, §% 
254 14% 
737, «8658 
15% 7% 
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79 65 
118%4 110 
66 4155 
100°, 90 
17'% 7% 
4955 1854 
49. 36 
3875 22% 
138 957s 
116 109 
178 153 
125 11834 
122°; 88 
135, 7% 
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96 72 
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223. 1344 
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Pre-War 
Period 
—— 
INDUSTRIALS 1909-13 
Continued: High Low 
Burns Bros. A....... cocoee @ 41 
Mh _Basocccescocs eccecece oo . 
Calif. Packing .........s+++ -; - 
Ga BUGS, ...cccceccccce SOM 16 
Calif. Petro. Pid.........++. 95% 45 
Central Leather ococe nee 16% 
}. =e a 80 
Cerro de Pasco........+0++ oe + 
Chandler Mot.........+. eee es * 
Chile Caaeet. .c.cccccece ece 23 : 
Ceee® CeeeeP. ..ccccccce .. 50% 6 
Cee GE. ococcs cceseoce * .* 
Colum. Gas & E..... . es 
Comest, Cigar. ..ceccce = +s 
Con. Gas.. a 165% °114% 
Corn Prod 26% ™ 
Do. Pfd. 98% 61 
Crucible Steel... .. . 19% 6% 
Cuba Cane Sugar... os: -« 
Cuban-Amer. Sugar .*58 *33 
Endicott-Tohnson .- .* 
ah. Se nceas ee ee 
Famous Players. ° es 
De scces ee ee 
Freeport Tex. es es 
Gen’! Asphalt. 42% 15% 
Gen’! Electric .. 188% 129% 
Gen’l Motors .. *51}44 °25 
Do. 6% Pfd _ ee 
» Do. 6% Deb as . 
Do. 7% Pfd ee . 
Goodrich ... 86% 15% 
Do. Pfd... seit ed 
Gt. Nor. Ore . 88 25 
Houston Oil.... 25% 8“ 
Hudson Motors..... ++ * 
Hupp Motors......... es 2: 
eee .21% 18 
Inter. Mer. Martae. in 2 
Do. Pfd. . 27 12 
Inter. Nickel. 0227% *135 
Inter. Paper . . 19 6 
Invincible Oil. . oe es 
Kelly Springfield. . ° ee 
Do. 8% Pfd......... ° ee 
Kennecott .....ccccccccses “* ** 
Lima Locomotive. ......++++ - ** 
oo seescececcoeosess °° . 
Ot, EMS. .cccccccccccccece 28 .s 
See GONE. ccccocccconce 80% 12% 
UN Eas secxccencees 91 | 42% 
N. Y. ae Broke ek ele dieaned 98 45 
aS ae . 40% 8 
North ,~ FS esata "87% + *60 
De, Bib. cccccccs o. .* 
Pacific Oil....... e oe 
+ Amer. Pet. - .* 
Philedelphia Co. 69% #8687 
Phillips Pet. oe ee 
Pierce Arrow. + ee 
Do. Pfd. os: “ond cia 
Pittsburgh Coal. . e 
Pressed Steel Car 56 18% 
Do. Pfid...... 112 68% 
Punta Aleg. Sug © 0 ee 
ure Oil..... ° es 
Ry. Seat Spg. % #2 
pee 354 90 
a. “an Cop. 27 7 
Replogle Steel iy it 
epublic I. eeee 
Bo Pe eoeeelll 4 4% 
Royal pact BM. V.ccce ecce oe ee 
Sinclair Con. Oil......sse0% =: es 
Stand. Oil N. J...... eee 448 8=— 328 
ae yan eccccces eeee os .* 
tromberg Carb.....+. eocee oe es 
Studebaker ........ seeccees Ge 49) 
coe a *eagoooreee wees 88H Ok 
enn. Cop. eM. wees onee_as - 
Temas Ce. .ccccccee eccscocenee 74% 
Tex. Pac. C. & O....+. cece es 
Tobacco seeds 5+*: nceee caine 100 
ranscont eeeceecece +s 
United Fruit...... eecesooce 208% 126% 
U. S. Ind. Alco. .....+e0% ee 4 24 
“> = ccccccce coece ? ps4 
M Biiecassaceeesed eee 
U. S. Smelt. & R.....eeeee a0 
a ET osccccse oo oveee SOM 41 
Do. Pfid.....ccces eeeceee - 102% 
Utah Copper...... ecccceoce 88 
Vanadium ..... eocceccecces oe - 
Va.-Caro. Ch..... cocccsccon ee | 6 
De. PS4....-ccccce ececce 129% 62 
Western Union. .....++.++++ 36% 2=— «BB 
Westinghouse Mfg.......... 45 24% 
White Motors. . .....seee+++_- - 
Willys Geettand. .rocesoooes™ *50 
Wilson Co....... cocccccece ss 7 
Woolworth as 
* Old Stock. 
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War 
Period 
A 
1914-18 

High Low 
1614 50 
ee 
42% 8 
$1 29% 
3 25 
1174 94 
55 25 
109% «8=«BB 
39% ll 
74 31 
My 14% 


166% rity 


1193 i 
a a 
70% «85 
39% 14 
187% 118 
*350 0°74 
99% 24 
0 i9 
ag 
86 10 
in 
ay 
125 . 
B74 24% 
75% 9% 
85% «86% 
101 72 
6444-85 
49% 16% 
74% 44 
136 ka 
*s1 40°38 
74% «(88 
48% «21% 
65 25 
109 os 
58 
49) 17% 
109% 60 
148% $1% 
8 19 
105% + 
1135 is 
86 be 
67% 25% 
*800 *855 
45% 
195 20 
wf 
2430112 
s2% = 88 
3 105 
171% 15 
80% 
115% 91 
136% 38 
123-102 
130 48% 
60% i8 
1154 80 
105% 53% 
aE 
*325 15 
84u 42 
151 81% 


+ Bid price given where no sales made. 
of old stock exchanged for one of new 


Price Rangesof Active Stocks 


Post-War 
Period 
1919-1923 —1924—,, 
High Low High Low 
147 76 112% 97% 
21% 19% 
87%) 48 923% 80 
71 15 29% 19% 
110 107 92% 
116% 9 17% 9% 
114 28 523, 29 
67% 23 49% 40 
141% 38% 665, 30% 
30 7 35%, 25% 
50 14 23% 15 
3 18 78, 61 
114 304% 44% 33 
80 18% 22% 11% 
*145% 56M 75% (607 
160% 46 37% 31, 
122% 96 123}, 115% 
278% 49 714 48 
59% 5% 18 10% 
*605 10% 38% 28% 
150 44 67% 55% 
119 84 115 105% 
123 40 87% 61 
107% «0-668 973, 87% 
64% 9% 18% #7 
160 23 47% 31% 
202% 109% 281 193% 
Sg Bt Be 
5 
94% «60 90 80'% 
105 69 100 95% 
93 1744 32% 17 
109 62 89 70% 
5234 an 31% 26 
116 40 $84 a 
32% 19% 4 
29% 4 18 11% 
23 2976 22% 
4 4 11% 634 
14 
128: 18% 48% 26) 
33 10 20 11% 
4 | 33 59 32'2 
474 5% 16% 10% 
164 20% 35 9% 
110% 704% 88 852 
45 14% 4956 3415 
74% 62 683, 56 
38% 10 18% 615% 
28 a” 
1 
iis) 63s, (1684 128 
1454 2% 45 36 
704 15% ‘$756 19 
004% 174 36 2 
48% 381% 50:4 437s 
69% 27% 58% 45 
140% 38% 61% 44% 
111 34% 59% 41% 
50 26% =e +t 
a ee 
1 13 367% 
* = 633, 52 
113 42% 39 
106 80 90s 
120 24% 8755 43 
61% 16% 2634 20 
126% 67 13576 106 
1212 92% 8 113 
274% #9 14 8 
93% 8 155% 7'4 
145 40% 6174 42 
106% 74 95 82 
123% 40% 59%: 405 
90 29% 41% 33 
Sei 16 27% 15 
*212 30% 42% 33 
118% 100% 119% 11554 
118% 2% «84% 54 
151 87% 42 30 
118% 76 115 110 
17% 6% 934 6% 
57K 453% 37% 
195 6% 15% 8 
115 45 703, 538 
62% 1% 6% 3% 
224% 95% 224%. 182 
167 35% 835% 61% 
148% 805 427% 22! 
119% 74 943, 66: 
8% 18h 36 18%; 
115% 70% 111% 94% 
123% 104 1230s: 118% 
97% 41% 82 64 
97 24% 338% 19% 
92% 6% 10% 44 
115% =17 8454 2% 
121 76 118 10s 
7 38% ’ 
86 29% 66% 50% 
wd” oa 
290 100 120% 72% 


t Not including extras 


Last Div'd 
Sale $ Per 
Oct. 29 Share 
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THE 
BUSINESS 
OUTLOOK 


Our November market 
letter contains a dis- 
cussion on the business 


outlook. 


Copies to investors 


upon request 


120 BROADWAY 
NEW YORK 


Members New York Stock Exchange 





SAN FRANCISCO 








Mc DONNELL & (o. 




















A Promising Industrial 


The 


Five months ago the 
business had an _ in- 
crease of 450% over 
the same period a year 
ago. Today this prom- 
ise of a successful year 
has been fulfilled and 
the company announces 


Earnings Three Times 


Its Dividend 


Not only is local busi- 
ness in an _ excellent 
position, but foreign 
fields are opening up 
well, and there is prom- 
ise of much business 
outside of this country. 


Co. Common Stock on request 


SuTRO & KIMBLEY 
Members New York Stock Exchange 


66 Broadway 
New York 











Foundation Company 


Special circular on The Foundation 
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««What fortune I have was built 
out of my early savings. My first 
bond purchased on installments was 
the foundation of that fortune.”’ 
That is how a prominent Chicago 
Banker answers the question: 
««Is it possible to become rich by 
saving small sums?’’ 


You, too, can start to build your 
fortune with safe 642% First Mort- 
gage Real Estate Bonds, A small 
amount weekly, semi-monthly or 
monthly will make you the owner 
of a bond in a few months. 
While saving you earn 6% on 
your money. 


The copyrighted plan of the O'dest 
First Mortgage Banking House will 
help you begin. 


Send for Bulletin 


Your name and address will bring 
you copy of S, S. Plan explaining 
this systematic savings plan. No 
charge or obligation, Just mail 


coupon below, 


Greenebaum Sons 
Investment_Company 


Ownership Identical with Greenebaum Sona 
Thank & Trust Company 


OLDEST FIRST MORTGAGE BANKING HOUSE 
Combined Resources Over $35,000,000 
FOUNDED 1855—CHICAGO 


Philedelphia — Pittsburgh — Kansas City 
St. Louis — lwaukee 


BOND SERVICE OFFICES IN 300 CITIES 


------Mail This Coupon------- 


Greenebaum Sons Investment Company 
La Salle and Madison Streets, 


Please send copy of S, S. Plan which explains how 


to invest savings at 6% while saving for a bond. 







































Plan Builds: 
a FORTUNE; 





Street ee 


OR State. 





m Groenchaum Bond-t0% Sal Se 18 

















ANSWERS TO INQUIRIES 
(Continued from page 53) 








operations of a property if a profit is 
being returned with the view of wait- 
ing for lower operating costs as no 
one knows when there will be any im- 
provement along these lines. In Dome 
Mines stock you are holding a mining 
speculation. The company has shown 
good profits in the past, but no esti- 
mate of ore reserves has ever been 
made on account of the mine’s irregu- 
lar ore bodies. The decline in the stock 
has been accompanied by rumors that 
the main ore body may “pinch out” at 
depth. On the other hand there have 
been reports that recent development 
work has uncovered some good ore. In 
a mine such as this it is impossible 
to arrive at any definite conclusion as 
to the value of the stock, the future 
alone can decide. For the nine months 
ended September 30th, earnings were 
at the rate of approximately $2 a 
share before deducting for deprecia- 
tion or depletion. The company is in 
good financial condition with a divi- 
dend reserve of over $2 a share. We 
consider it better policy to hold a stock 
such as Magma Copper which has 
proven up sufficient high grade copper 
ore to assure profitable operations for 
many years to come. Magma Copper 
is one of the lowest cost producers of 
copper and can return substantial 
profits with metal as low as 13 cents. 





PHILIP MORRIS-SCHULTE- 
UNITED 


Which to Hold? 


I hold 25 shares of United Cigar Stores 
which cost me 45, and 25 shares of Schulte. 
I] have 20 points profit on the Schulte but am 
not holding it as a speculation. With Schulte, 
through the Continental, absorbing Philip Mor- 
ris € Co., how will mw holdings be affected. 
Would you drop the United?f—J. M. C., New 
York, N. Y. 

There is nothing definite in the way 
of information that Philip Morris will 
be merged with the Continental To- 
bacco Company controlled by Schulte 
interests. Should this merger be 
brought about we do not believe it 
would have an important effect on 
earnings of Schulte Retail Stores Com- 
pany one way or the other as by far 
the greater percentage of earnings will 
continue to be derived from the com- 
pany’s other activities. Schulte Retail 
Stores is a very progressive organiza- 
tion and earnings have consistently in- 
creased for a number of years. At 
the present time, earnings on the mar- 
ket price of Schulte are considerably 
more than in the case of United Cigar 
Stores, and we consider the former a 
more desirable holding. It gives a bet- 
ter return on the investment than 
United and we believe it has better fu- 
ture prospects. We suggest that you 
continue to hold your Schulte stock 
but favor a switch from United Cigar 
Stores to United Drug. The latter is 
a large chain-store organization with 
excellent earnings and good future 
possibilities. 





You Want to Make 


An Investment 


It may be that you have 
one or several thousand 


dollars to invest. You 
know that you want con- 
servative investments, but 
are not certain whether 
you should purchase mu- 
nicipal, railroad, public 
utility, industrial or for- 
eign government bonds. 
We can help you make 
the right decision. We 
are in constant touch with 
market conditions, and 
the investments we rec- 
ommend comprise a wide 
variety of conservative is- 
sues. 


Do not hesitate to com- 
municate with us. Let us 
send you our current 


Bond Circular 1505. 


Redmond & Ca. 


33 Pine Street, New York 
Philadelphia Pittsburgh 
Baltimore Washington 
Members New York Stock Exchange 

















CLOSE 
CONTACT 


with changing market 
conditions is essential 
to successful invest- 
ments. 


Through our competent in- 
formation and _ statistical 
service you can keep in 
close touch with the invest- 
ment situation. 


Our experienced and impartial 
advice on your holdings is 
freely at your disposal. 


Handy booklet on trading methods 
free on request. 


Ask for No. MG-7 


(iistom & (HAPMAN 


Members New York Stock Exchange 


52 Broadway Widener Bldg. 
New York Philadelphia 











When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





ee eee | 


i ne ln Te mill ae 


A at tine: 


ae te 


ty iON os 


A 8 ai 

















ae 


aie ta eet octets 0 


Sint th 2d 


ee ne ae 


























GOLD BRICKS IN THE 
STOCK MARKET 
(Continued from page 13) 








during a bear cycle in the market is 
not necessarily an indication of dan- 
ger but is a result of general condi- 
tions ‘to which entire groups of stocks 
are subject. Such a period frequently 
affords excellent opportunities for in- 
vestment and they should be taken 
advantage of by the investor. But he 
must remember that here too he must 
first learn the earnings and dividend 
record of the company in which he pro- 
poses to make the investment. If this 
record is not satisfactory, the stock 
should be left alone. Of course, it need 
not be said that the record of a com- 
pany is not the only essential to con- 
sider. Financial position, management 
and outlook for future earnings must 
be given equal weight. Nevertheless, 
the history of a company may fre- 
quently be an index of what may be 
expected of it in the future and that 
is why it is generally such a good 
guide. 


Unseasoned Stocks 


As to reason three—poor market 
support of unseasoned stocks—this is 
a point which is forgotten too many 
times by investors. The soundest issues 
such as U. S. Steel, Brooklyn Edison, 
Atlantic Coast Line, etc., are those 
which have been traded in for a good 
many years. Their general charac- 
teristics are well known to the invest- 
ing public, the element of mystery is 
not so prevalent as in new or untried 
stocks and their foundations are gen- 
erally stronger. Thousands of inves- 
tors are always interested in these 
high-grade stocks and a market for 
them always exists. 

This is frequently not true of new 
or unseasoned stocks which have yet 
to attract public favor. Despite that 
many of them are in reality sound 
issues from an earnings viewpoint, 
their poor market frequently forces 
them down to a point where the yields 
become very large. This does not nec- 
essarily signify danger but simply in- 
dicates that the issue has not been 
absorbed sufficiently by the investing 
public to give it the requisite market 
stability. After a period, these issues, 
if intrinsically sound, generally work 
up in the market to a point nearer 
their real value. Naturally, good mar- 
ket opportunities may be secured in 
this type of stock but it ought to be 
understood that the investor must be 
prepared to hold them through their 
inevitable market convulsions consid- 
ering the fact that they are unsea- 
soned issues. Obviously, this is not the 
kind of a stock for a small investor to 
hold, particularly if he is not in a po- 
sition to risk market fluctuations. 

This article, of course, merely 
sketches the nature of the general cir- 
cumstances which generally surround 
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NO LOSS TO ANY INVESTOR IN FIFTY-NINE YEARS 





—. as 
Gee, 
Ka rs 
Write today for de- 
scriptive circular of a 
7% first mortgage 
bond issue. 


Address Dept. J-16 








Investors turn to the South 


for J*and Safety 


FOLLOWING the lead of the great life 
insurance companies who are investing 
millions upon millions of dollars in South- 
ern Mortgages, investors of all classes are 
turning to the South for the profitable yield 
of 7% backed by solid safety. 

Particularly attractive to such investors 
are the 7% first mortgage bonds created by 
the South’s Oldest Mortgage Investment 
House, and the oldest real estate agency in 
the United States. For these bonds are 
backed by a record of 59 years in the first 
mortgage investment field without loss to a 
single customer, or without even a delayed 
interest payment. 

Safe, Stable and Profitable, these bonds 
are considered by our customers as their 
anchor fund—that portion of every wise in- 
vestor’s capital which is placed in ultra safe, 
time-tested securities to guard against un- 
known contingencies. 

Write today for descriptive circular of a 
7% first mortgage bond issue. Address 
Dept. J-16. 


Denominations: $1,000—$500—$100 
Price: To Yield 7% 


Adair Realty & Trust Company 


The Souths Oldest Mortgage Investment House 
Founded 1865 
ATLANTA 


JACKSONVILLE, 


PHILADELPHIA, 
i Adair Building 


Packard Building 





Adair Realty and Mortgage Co. 
Exclusive Distributors 


270 Madison Avenue, New York City 




















Orders executed for Cash or on Conservative Margin 


PRIVATE WIRES—NEW YORK, NEW ORLEANS, CHICAGO 
AND THROUGHOUT THE SOUTH 


FENNER & BEANE 


Members of 
New York Stock Exchange New York Coffee & Sugar Exchange 
New York Cotton Exchange Louisiana Sugar & Rice Exchange 
New Cotton Exchange 
Chicago Board of Trade Associate Members of 
New York Produce Exchang Liverpool Cotton Exchange 





NEW YORK: 27 William Street NEW ORLEANS: 818 Gravier Street 
WASHINGTON, D. C.: The New Willard Hotel 
































TimeTested 
First Mortgage 
Bonds 


(Underlying Issues) 


To yield 
5% to 712% 


Complete information 
upon request 


F.J.LISMAN & CO. 


Established 1890 
(Members N. Y. Stock Exchange) 


20 Exchange Place, New Yo.k 
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How To Get 
$1,806 Interest 


from a $1,00) Bond 

One thousand dollars invested in a 
fifteen-year Miller First Mortgage 
Bond, paying 7%, will bring you a 
total of $1,050 in interest—$35 in 
cash every six months. 

If, instead of spending the interest 
money, you use it to buy additional 
Miller 7% Bonds, thereby compound- 
ing your money, your investment at 
the end of 15 years will have brought 
you $1,806 in interest. 

Miller First Mortgage Bonds are a 
nationally known investment, owned 
by people in every State. Because most 
of these bonds are secured by property 
in Southern cities, the bonds pay the 
legal and prevailing Southern rate of 
7%—and have never caused anybody 
to lose a dollar. Write today for 
booklet, “Creating Good Investments.” 


G.L.MILLER &CoO. 


(NCORPORATED 


824 Carbide and Carbon Building 
30 East 42nd Street, New York 


Philadelphia Pittsburgh St. Louis 
Buffalo Atlanta Memphis Knoxville 


No Investor Ever Lost a Dollar in Miller Bonds 








issues on a high-yield basis, as space 
is not available for a more extended 
treatment of the subject. Enough, 
however, has been said, it is hoped, to 
persuade investors that their best in- 
terests will be served not necessarily 
by refraining entirely from the pur- 
chase of securities which offer a high 
return but by refraining from such 
commitments until it is definitely ascer- 
tained that the high-yield is not the 
forerunner of suspension or passing 
of the dividend. This is most easily 
ascertained from a simple examination 
of the company’s record with regard 
to its earnings and dividends. 


Current Bond 
Offerings 


EW bond offerings have fallen to 
relatively small totals, the lull 
being due to an evident desire to 

give the market a breathing spell after 
the rapid succession of flotations in 
preceding weeks. Industrial and public 
utility issues were most prominent in 
the week ended October 25, the total 
outturn for that period being 45.02 mil- 
lion dollars compared with 152.76 mil- 
lion in the week closing October 18. 
The German Loan accounted for 110 
million of the latter amount, but other 
foreign offerings were numerous. 

The remarkable reception accorded 
the German bond issue foreshadows 
an outpouring of additional new for- 
eign security offerings in the domes- 
tic markets during the next several 
months. Europe is in great need of 
funds with which to finance her reviv- 
ing industries and the United States, 
with its excess of loanable funds, is 
practically the only field in which they 
may be readily obtained. It is prob- 
able that the French Government will 
be the next country to take advantage 
of the present credit situation by pre- 
senting a bond issue of some magni- 
tude. 

















High Grade 


Investments 


For fifty-four years our ser- 


vices have been at the com- 
mand of investors 


Richardson, Hill & Co. 


Established 1870 


50 Congress St. 
BOSTON 
PORTLAND BANGOR 


Members New York and Boston Stock 
Exchanges 























NEW BOND OFFERINGS 
STATE AND MUNICIPAL 
Yield Off'd 
Amount (%) 
Chicago, Ill. .... $4,875,000 3.50-4.00 
Portland, Ore. ... 2,033,000 4.25 
San Antonio, Tex. 4,350,000 2.50-4.45 
FOREIGN 
City of Bogota, 
colombia, Ext'l. 6,000,000 8.20 
Ger. Gov't Ext'l.. 110,000,000 7.70 
RAILROADS 
Mob. & O. Eq. Tr. 1,650,000 4 4.80 
N.O.T. & Mex. R. 2,784,000 5.57 
PUBLIC UTILITY 
Calumet Gas & El. 2,500,000 6.20 
Detroit Edison ... 12,500,000 5.18 
Los Ang. G. & E. 6,000,000 5.75 
Minneapolis St. R. 56,000,000 5.50 
INDUSTRIAL 
Cheney Brothers.. 5,000,000 4-5.75 
Cuban-Dom. Sugar 15,000,000 7.75 
Indus. Works of 
Bay City, Mich. 2,000,000 6.60 
FARM LOAN 
Fed. Inter, Cr. Bk. 2,000,000 3.75 
First Joint Stk. Ld 
R’k of New Or. 1,000,000 4.80-5.00 





WHITEHOUSE & CO. 


Established 1828 


Stocks and Bonds 
Accounts Carried 


Ill Broadway, New York 





Members New York 
Stock Exchange 





BALTIMORE 
Keyser Building 


BROOKLYN . 
186 Remsen St 
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WHAT WOULD HAPPEN 

IF WALL STREET WERE 
DESTROYED? 

(Continued from page 19) 











of manufacturing and selling steel, 
although it would probably be years 
before its relations with its customers 
and security holders were finally set- 
tled. The same would probably be true 
of most of the other large corpora- 
tions. 

As there is an enormous volume of 
securities held in financial institutions 
and safe deposit boxes throughout the 
country and as it is absolutely neces- 
sary that there be a place where they 
can be bought and sold, it would prob- 
ably not be very long before a new 
Stock Exchange would be functioning. 

Outside of the loss of Wall Street 
realty, the greatest loss and confusion 
would come from the destruction of 
records, documents and securities re- 
posing in the financial district. When 
one thinks of the millions of shares of 
stock, bonds, mortgages, notes, con- 
tracts, legal documents, insurance pol- 
icies, deeds, claims and the like, which 
would be lost, and the interminable de- 
tail which it would be necessary to go 
through before they could be dupli- 
cated and restored to their rightful 
owners, the imagination balks. 

What would happen to the investor 
who held, for example, 500 shares of 
Steel common in “Street” (i. e., unreg- 
istered) securities in his safe deposit 
vault in the financial district? Unless 
he could show some tangible evidence 
of their ownership and could approxi- 
mately identify them, he would, to put 
it in the slang of the date, in all proba- 
bility be “out of luck.” On the other 
hand, he might have his broker’s state- 
ment and the recollections of the 
broker himself and the members of the 
broker’s bookkeeping department to 
verify his claim. It is by no means 
certain that eventually he would not 
be able to recoup all or at least a part 
of hisloss. Reputable brokerage houses 
and large corporations do not seek to 
defraud their clients or security hold- 
ers. 

Probably the procedure now fol- 
lowed in the case of lost securities 
would be followed as far as possible, 
though owing to the loss of records it 
would be vastly more difficult to put 
into practice. 

Some idea of the process which 
might be followed may be gained from 
the Yokahama situation. Where an 
individual had a claim, say against a 
corporation, and the individual’s ac- 
counts as well as those of the corpo- 
ration were destroyed, the individual 
would state his claim with all the evi- 
dence to support it which he could 
muster. Then the claim would be ad- 
vertised, say for six months, and if at 
the end of that time no one appeared 
to dispute the claim it would be allowed 
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How Soon Can You 


Retire On Full Pay? 


A MAN with or without dependents owes it 
to himself to create a fund which will take 
care of him in comfort after his productive 
days are over—and this time frequently arrives 
before it is expected. There is a simple plan, 
however, which will provide both protection 
against interruption during productive years 
and a substantial estate for later life, without 
great sacrifice of income now. The plan is 
explained and thoroughly 
illustrated in the book 
“Building An Estate”—sent 
on request. 


7% First Mortgage Bonds offered by 
0 Caldwell & Company embody 
definitely superior features of safety 
made possible by the normally strong 
demand for money to finance the steady 
growth of prosperous Southern Cities. 
Let us send you the facts and figures. 


| Caldwell & Co. 


If you have not adopted a INVESTMENT BANKERS 

financial program the little a ; 

book “Building An Estate” Southern Municipal, Corporation and 

will help you make and carry First Mortgage Bonds 

out a plan for achiewmg . ‘ ‘ 

ind-pendence. Just send your 735 Union Street Nashville, Tenn. 


name and address on the 


coupon below. OFFICES IN PRINCIPAL CITIES 





Please send me, without obligation “BUILDING AN ESTATE” 
and Current Offerings 


ADDRESS 




















Puts - Calls - Spreads 


Guaranteed by Members of the New York Stock Exchange 


May be utilized as insurance to protect margin accounts; 
to supplement margin; and in place of stop orders. 


Profit possibilities and other important features are de- 
scribed in Circular W. Sent free on request. 


We offer the most attractive contracts for either large amounts 
of stock or odd lots. Quotations furnished on all securities. 


S. H. WILCOX & CO. 


Established 1917 Incorporated 


66 Broadway New York 
Telephone Bowling Green 9893 




















5% N 
On Your 
First $10 


Under the new Prudence Par- 
tial Payment Plan you can build 
up aninvestmentin Guaranteed 
544% PRUDENCE-BONDS at as 
low a rate as $10 a month— 
and you don’t have to wait till 
the purchase of a Bond is com- 
pleted to get interest on your 
money—the full Prudence rate of 
516% begins with your first $10! 





Mail coupon now for booklet of details 
Offices open Mondays until 9 P. M. 


The PRUDENCE 
COMPANY, Inc. 


Under Supervision of N. Y.State Banking Dept. 
NEW YORK BROOKLYN 
331MadisonAve. 162 Remsen St. 


eunnnnnnn) EAR OU Teun 


The Prudence Company, Inc. M.W.570 
331 Madison Ave.,at 43rdSt.,N.Y.C. 
Gentlemen: Without obligation on 
my part please send booklet “*The 
Prudence Partial Payment Plan.” 
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Members N. Y. Stock Exchange 


Bridgman & Edey 


Oliver B. Bridgman Charles L. Edey 
Eugene K. Austin 


One Wall Street 


Telephone Whitehall 1815 





Brokerage Service 
Bonds and Stocks bought for cash, 


or carried on conservative 
margin in both odd and full lots. 





We endeavor to keep our customers 
constantly advised regarding their 
securities. 

Out of town orders receive special 
attention. 














by the corporation, provided the lat- 
ter was satisfied of the good faith of 
the claimant. In the case of dispute 
the claim would be adjudicated or sub- 
mitted to the courts. The surprising 
aspect of the situation was that in 
most cases it was possible to effect an 
agreement and settlement without out- 
side assistance. 

The owner of a parcel of real estate 
in Yokahama today must put up a 
bond to insure the buyer against loss 
in case the owner wishes to sell, for 
all title records have been destroyed. 
But a plan is being worked out and 
will soon be presented under which 
new legal titles to property will be 
issued to owners of Yokahama real 
estate. 

The ingenuity of man, while it never 
has been tested by a disaster such as 
we have conjured, has nevertheless 
been able to meet the exigencies of 
similar lesser disasters in times past. 
There is no reason to believe that it 
would fail in a greater test. 


Owing to the world importance of 
Street, its destruction today 
would produce more far-reaching dis- 
turbances than the destruction of any 
other equal area on the surface of the 
globe. But the destruction of Wall 
Street would not be an irremediable 
catastrophe nor the net loss so great 
as one might imagine. Wall Street 
deals in securities, i. e., bits of paper 
which are not wealth in themselves but 
merely tangible evidences of wealth. 
The individual holder of these bits of 
paper who could not substantiate his 
claim to them, might lose his all, but 
the concerns which issued those bits 
of paper called mortgages, bonds or 
stocks, would be the gainer. .So the 
individual investor’s loss would be the 
gain of other investors. The net wealth 
of the world would be lessened only to 
the extent of the destruction of physi- 
cal property in the financial district 
and the hindrance in the world’s pro- 
ductivity which would be an inevitable 
corollary to such a cataclysm. 
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TRADE TENDENCIES 
(Continued from page 51) 








nevertheless, vropable that several re- 
alignments of interest will ultimately 
occur, particularly in the case of mills 
that have been placed at a disadvan- 
tage by the new conditions. 

The industry is operating at practi- 
cally the same levels as heretofore, the 
average rate being slightly below 60% 
of capacity. Competition for business 
is keen and prices are, in many in- 
stances, inclined to weakness. Several 
independent operators are absorbing 
freight charges in an effort to hold 
consumers whom they might otherwise 
lose to competitors as a result of the 
new price régime. 

Earnings statements for the third 
quarter show fully the effect of low- 
scale output and unsatisfactory prices 
during the period. Some improvement 
should be reported in the current three 
months but outlook for the indepen- 
dents remains less favorable than for 
the leading interest. 





SUGAR 











Outlook Confused 


Despite the fact that present indi- 
cations point to an extremely small 
carry-over of Cuban sugar stocks, 
prices are holding in a narrow range 
around 6 cents a pound for full duty- 
paid raws. The prospect for a 10% 
increase in world production next year, 
combined with a gradual seasonal de- 
cline in refined sugar consumption, 
tends to restrain the refineries from 
bidding aggressively for current sup- 
plies. In many quarters it is felt that 
next season’s prices will rule below 
present levels, although it is, obviously, 
rather early to venture predictions of 
this kind. An added influence, tend- 
ing to prevent price improvement, is 
the impending movement of the domes- 
tic beet-sugar crop into distributive 
channels. 

Recent earnings reports of Cuban 
producers indicate that production 
costs have risen materially of late so 
that, while current price levels would 
ordinarily be considered fairly encour- 
aging, they are not conducive to large 
margins of profit under present-day 
conditions. Should expectations of 
lower prices be realized, net income of 
the sugar companies would, obviously, 
suffer. 

The position of the refiners is al- 
ready unfavorable. Erratic price move- 
ments in the raw material markets, 
together with lack of sufficient spread 
between the cost of raws and selling 
prices of refined, have cut heavily into 
their earning power. It is problemati- 
cal whether early relief will be afforded 
them since competition is exceedingly 
keen. 
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It is to Your Profit — 


When you buy bonds to know that they are safe. 


































To be sure that the bonds you buy are safe, exam- 
ine the record and the safeguards of your invest- 
ment house. 


The American Bond & Mortgage Company has 
stood the test of time for over 20 years. Its 
founders and senior officers have been active ex- 
clusively in the real estate investment field for 
near to half a century. 


**Our Successful Record’’ 
is a detailed record of 
the First Mortgage Build- 
ing Bonds sold by this 
company. 


** The Formulaof Safety”’ 
states in comprehensive 
language the many safe- 
guards which surround 
the First Mortgage Bonds 
we now offer for sale. 





We will gladly send you copies of these booklets 
together with literature describing an attractive 
First Mortgage Bond issue yielding 612%. Write 
today and ask for 


Literature N-168 


AMERICAN BOND & MORTGAGE Co. 


ESTABLISHED 1904 INCORPORATED 
AN OLD RESPONSIBLE HOUSE 
127 North Dearborn St., Chicago 345 Madison Ave., New York 
Capital and Surplus over $5,000,000 


Cleveland, Detroit, Boston, Philadelphia, and over twenty other cities 



















GUARANTEED! 
First Mortgage Real Estate Bonds 


Secured by widely separated, highest type, 
Florida properties; yield 


7% 


A new development in the investment field 
eliminating all doubt or worry. Every 
Investor should read our booklet “M” 
mailed free on request. 


SECURITIES SALES COMPANY 
OF FLORIDA 
Member Florida Bankers Association 


119 W. Forsyth St., Jacksonville, Florida 





Share inthe profits of 
10 Edison Companies 

















Through the purchase of United 
American Electric stock at around 
$17 a share you obtain a par- 
ticipating interest in 10 strong 
Edison Companies. The annual 
return is about 7% with oppor- 
tunities for greater yield. 


Ask for circular M. W. 89 


R.J.McCielland &Co. 


Investment Securities 


60 Broadway, New York 
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in distributive channels and are mak- 
ing no effort to anticipate the future. 
LEATHER A favorable feature of the shoe trade 


is the fact that novelty styles are los- 




















M°Clave & Co. 


N. Y. Stock Exchange 
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SIMMONS 
COMPANY 


The dominant factor in 
the Metal Beds and 
Bedding Industry. Is 
referred to in our 
Market Letter M.W.S.- 
43, which will be sent 
upon request. 








67 Exchange Place, New York 
Telephone Rector 2810 
UPTOWN OFFICE 

Hotel Ansonia, 73rd St. & B’way 
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Traction Bonds 


New York City 


Many of these issues are pro- 
tected by large equities in 
New York City real estate. 
The operating companies, in 
most instances, hold per- 
petual franchises and are 
now reporting substantial 
earnings on the five cent 
fare basis. 


The situation is one which 
will bear investigation by in- 
vestors looking for real bar- 
gains. 


INQURIES INVITED 


W Carnegie Ewen. 
Investment Securities 
2 Wall Street New York 
Telephone Rector 3273-4 
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a . ing prominence with the tendency to- 
Industry’s Position Improving ward production of staple lines becom- 
ing more pronounced. This has the 
effect of stabilizing the industry and 
decreasing manufacturers’ outlays for 
new equipment. 

The leather markets are strengthen- 
ing, with recovery in the shoe tradés, 
and tanners are now finding it possible 


The leather industry, long in the pit 
of despond, seems on the road to at 
least fair improvement. The more fa- 
vorable outlook is, of course, due to re- 
covery in the footwear market. Buyers 
are still proceeding with caution and 
there is no suggestion of departure , 
from the general policy of ordering for 0 advance prices and hold them at the 
immediate needs in any branch of the higher levels. The hide market, in a 
related leather trades. Nevertheless, ‘trong statistical position for some 
operations are increasing, supported by time past, is exceedingly firm. 
expansion in actual volume of busi- In their present situation, neither 
ness. the shoe or leather companies are 

Shoe factories report a stronger de-_ likely to show large expansion in earn- 
mand from retailers and are speeding ings, but the outlook is much brighter 
production to meet it, although they than it has been. The former are in 
are keeping close tabs on developments’ the stronger position. 





Book Review 


APPLIED BUSINESS FINANCE 
By Edmond Earle Lincoln, M. A. (Oxon) Ph. D. 


The aim of this book is to discuss problems of business finance which actually 
arise from day to day in the average industrial concern, including both manu- 
facturing and trading enterprises. Price, $4.00 


PROBLEMS IN BUSINESS ECONOMICS 
By Homer B. Vanderblue, Ph. D. 


This volume presents a summary of the cycle and its significant phases—the 
theories of crises; the cyclical movement of profits, costs and output; forecast- 
ing; cyclical variations in manufacturing and mining employment and adver- 
tising; retajl merchandising; bond yields and money rates; control of an indus- 
try in the business cycle. Price, $5.00 


THE PROBLEM OF BUSINESS FORECASTING 


By Persons, Trufant, Foster, Hettinger, Jr. 


This work deals with the statistical basis for analyzing current economic prob- 
lems, with the purpose of making a forecast of business activities. It discusses 
the problem of forecasting business conditions in general,—also specific indus- 


tries such as transportation, manufacturing, agriculture, and mining. 
Price, $4.00 


“RAILWAY TRANSPORTATION” 
By Sydney L. Miller, Assistant Professor of Economics, Uni- 
versity of Wisconsin 


After a stimulating discussion of the relation of transportation costs to social 
and trade developments, the author discusses the growth of railway system of 
the United States and shows the existing ownership grouping of railways, as 
well as the territorial grouping. He explains the organization of personnel; dis- 
cusses the duties of important officers and sets forth the pivotal points in ren- 
dering and developing freight, passenger and incidental services. Price, $4.00 


“THE NATURAL BUSINESS YEAR” 
By Elijah Watt Sells, M. A., D. C. 8. & C. P. A. 


Here is a critical discussion of many pertinent problems which arise in the man- 
agement and control of business. It will crystallize your own problems and 
suggest methods of procedure in the handling of the wide variety of business 
problems, including the natural business year, the “ups” and “downs” in volume 
of trade, publicity of financial affairs of corporations, etc. Price, $4.00 


THE APPRAISAL OF REAL ESTATE 
By Frederick M. Babcock 


This volume is presented in an effort to clarify thought in connection with 
appraisal procedure. It discusses the economic foundation of real-estate values; 
the elements of real estate value; and the appraisal of income and residential 
property and also gives you working tables and formulas. Price, $3.50 
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POINTS FOR INCOME 
BUILDERS 
(Continued from page 48) 





to establish a very large number of 
stores in order to make up for the un- 
willingness of the normal retailer to 
handle products on the basis of which 
competitive stores have been estab- 
lished. 


Chain Stores 


Where a retailer has been unusually 
successful, he is frequently led to ex- 
pand his operations. Short of increas- 
ing the size of a single store, which its 
location may not warrant, there is no 
other way for a retailer to expand ex- 
cept by the chain-store method, which 
is the establishment of a large num- 
ber of stores, sometimes scattered 
across the entire continent. 


Vertical Trust 


Perhaps the most interesting busi- 
ness development of recent years is the 
so-called “Vertical Trust” which is, in 
brief, a business organization acting 
in its own right as Producer, Manufac- 
turer, Distributor and Retailer. A 
classical example of this business form 
is the Ford Motor Co. which, a while 
ago, even added a railroad to its hold- 
ings in perfecting an organism that is, 
today, almost entirely sufficient to itself 
alone. 


Important Dividend Announcements 


Note—To obtain a dividend directly from the 
ympany, the stockholder must have his stock 
insferred to his name before the date of the 
sing of the company’s books. 


n’l Amount Stock Pay- 
ate Declared Record able 
$4 Am. Radiator cm.. $1 O 12-15 12-31 
1% A. Tel. & C. cm..1%% Q 12-1 12-1 
<% Beth Steel pf...... 2% 0 12-1 1-2 
7% Beth Steel pf......14%% Q 12-1 1-2 
$4 Buckeye P Line... $1 Q 11-20 12-15 
<% Cen RRNJ..... 2% Q 11-6 11-15 


_ 


1% Centrif Pipe Corp. $0.375 QO 11-7 11- 
) 


6% Cit Serw Co pf....%% M 11-1 12- 1 
§% Cit Sery Co pf B.. K#% M 11-15 12-1 
i% Cit Serv Co cm.... “”% M 11-15 12-1 
5% Cit Serv Co cm ext14%% M 11-15 12-1 

Cit Ser Co bk sh.. $0.175 M 11-15 12-1 

Com Solv Cl A... $1 11-5 11-15 
% Cosden & Co pf..14%% Q 11-15 12-1 
$7 Fairb’ks Morse pf. $1.75 Q 11-15 12-1 
S38 H’seh’l’d Prod ... $0.75 Q 11-15 12-1 
% Ingersoll-Rand cm. 2% Q 11-14 12-1 
% Int. Harvester pi..14%% Q 11-10 12-1 
% Kin’y (G R) Co pi2% Q 11-20 12-1 
$4 Martin-Parry ..... $1 Q 11-15 12-1 
% Mass Gas Cos pi.. 2% S 11-15 2-1 
$3 Nat’l Supply cm.. $0.75 QO 11-5 11-15 
$1 New Cornelia C’p’r $0.25 Q 11-7 11-2 


% Owens Bottle pf...154% Q 12-16 1-2 
$3 Owens Bottle cm.. $0.75 Q 12-16 1-2 
'% Reading Co Ist pf. 1% Q 11-25 12-11 
% Std Milling pf..... 1%% Q 
% Std Milling cm....14%% Q 11-19 11- 
% Stern Bros pfid.... 2% Q 11-15 12- 
7U S Hof Mch pf.. $1.75 Q 11-10 12- 
s U S Hof Mch cm. $0.50 Q 
%o Van Raalte Ist pf. 14% Q 11-17 12- 
$1 Wright Aero ..... $0.25 Q 
$3 Wrigley Wm Jr... $0.25 M 11-20 12. 
<3 Wrigley Wm Jr...$0.25 M 12-20 1-2 
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MAIL this coupon for FREE BOOKLET on 8% investments in 
Eo 


\MIAMI,FLORIDA 


is the regular interest return you can get from your 
money invested in sound first mortgages on homes 
in Miami—fastest growing city in America. Fully 
safe-guarded — collections free—no extra charges 
or fees. 89% allowed on partial payment accounts. 
Get more for your money. Investigate! 


SOUTHERN BOND & MORTGAGE CO. 
Room 503 Ralston Building, Miami, Florida 








EEE Sa ie See = SVEN RE Eee ee 


SE 2th bniecrdenddaoegdacniaceaaedenueenee 


This free book tells 


secured financial 
independence 








U-S:NATIONAL Certificate 
can be pee <i 


‘660% 


$ 5 per ae 


You can now purchase $1000 Certificates of the 
U.8. NATIONAL Building and Loan Association on 
the monthly payment plan. These Certificates are 
secured by mortgages on Philadelphia real estate and 
are issued under State Ranking Supervision. 
You pay $5 a month for 132 months—total $660. 
When last payment is made you receive $1000 cash 
for your certificate, a profit of $340. Your money 
earned 9'6°% interest. 
YOU CAN ALSO PURCHASE— 
$2,000 Certificates for $1320 at $10 mo. for 132 mos. 
$5,000 Certificates for $3300 at $25 mo. for 132 mos. 
$10,000 Certificates for $6600 at $50 mo. for 132 mos. 
Arrangements may be made to purchase Certificates 
on 4 78 or 20 monthly payment plan, cr you may in- 
vest outright $200 or more in Full Paid Certificates. 









. 
) Savings Bank Safety 

U. 8. NATIONAL Building and Loan is a mutual 
savings association, chartered by the State of Penn- 
sylvania, for the investment of the savings of its 
members. Business, professional and sal: iried men 
and women all over the U nited States, and in many 
foreign countries, are Certificate holders. 

The U. 8S. NATIONAL Earning by Saving Plan 
has been in successful operation over ninety years. 


* 

Your Money Back Anytime 
You may stop payments anytime and withdraw 
your money in _ plus interest earned, on demand. 
Therigid State Panking Sunervision provided for by 
Pennsylvania L aws is responsible for the fact that 
of Seven Million investors in Buil ling‘and Loan, 
1,500,000 are in the State of Pennsylvania. 


FREE Book Tells How 


U. 8. NAT IONAL employs no solicitors. Full 
details ~‘ "rinvestme nt plan are given in free book- 


let No. 611 . ‘Financial Independence Made Easy.” 
MAIL THIS COUPO. 
U. S. National Building and Loan Agecciation 
— S. National Bidg., Phila, Pa. 
nme without charge or obligs . Rookist 
Na. "sll “Finanel: tl Independence Made Eas 


how thousands have 

















Readers of the Review are invited to 
avail themselves of our facilities for 
information and advice on stocks and 
bonds. Inquiries will receive careful 
attention, without obligation to the cor- 
respondent. 


THE BACHE REVIEW 


Bent for three months, without eharge 





J. S. BACHE & CO. 


Established 1892 
Members N. Y. Stock Exchange 


42 Broadway New York City 
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FIVE STRONGLY PRO- 
TECTED STOCKS 
(Continued from page 37) 








manufacturer of chemicals in the Unit- 
ed States and practically every impor- 
tant industry in the country is depen- 
dent on some of its products. Although 
the company, when formed, was pro- 
vided with a substantial working capi- 
tal, the policy of the management has 
been conservative and in the past three 
years the financial structure has been 
further strengthened. As of Decem- 
ber 31st, 1923, working capital was 
approximately 90 millions and ratio 
of current assets to current liabilities 
8% to 1. Included in current assets 
were 7.2 millions cash and 43.2 mil- 
lions marketable securities. With a 
funded debt of only 1.3 million the bal- 
ance sheet indicates an unusually 
strong position. 

While the annual reports show only 
moderate amounts available for com- 
mon dividends, the company really has 
a considerable larger earning power 
than indicated. In 1923, for example, 
the company reported a surplus after 
dividend payments of 7.7 millions 
whereas the balance sheet at the close 
of the year indicated an increase of 
17 millions in working capital, an in- 
crease of 2 millions in property ac- 
count and a decrease of $800,000 in 
funded debt. Th. explanation is that 
large sums were charged out of 1923 
earnings for various reserve accounts. 
Had no such deductions been made, 
over $12 a share would have been 
shown for the stock against $7.61 
actually reported. 

In the current year, earnings suf- 
fered somewhat from the general re- 
action in trade in the early months, 
but recently there has been marked 
improvement. The Barrett Company, 
which accounts for approximately 30% 
of the corporation’s business, has been 
doing particularly well due to the 
heavy demand for road building and 
roofing materials. Indications are that 
operations for the full year will be well 
up to the 1923 level. In certain of its 
lines Allied Chemical may face severer 
ompetition from Europe but this 
should not be sufficient to seriously im- 
pair the earning power of the corpora- 
tion, for in its most profitable lines 
European competition will not be an 
important factor. Nevertheless, the 
management will probably deem it 
advisable to maintain an unusually 
strong financial condition in order to 
be in a good position to meet any con- 
tingencies which may arise. While 
the financial condition and earnings 
varrant a higher dividend rate than 
the present one of $4, favorable action 
may be delayed for some time. 

At present levels of 71, the stock 
only returns 5.6% and cannot be ex- 
pected to sell much higher until an 
increase in the dividend is imminent. 
From the long pull point of view, how- 
ever, the stock has much to recom- 
mend it. 
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New York Curb Market 


WE OFFER 48,000 SHARES | 


| Subject to allotment and prior to application to list for trading on the 
| 
J 


_ National Airphone Corporation 


(A New York State Corporation) 


Manufacturers of Radio Receiving Sets and Parts | 


AT $5.00 PER SHARE 


Radio is now accepted as an industry possessing tremendous money making possibilities. 
| Its growth the past three years has been little short of stupendous. For the season 
| 1924-5, it is estimated by reliable authorities that $350,000,000 will be expended for radio 

sets and parts. 





Wall Street’s recognition of this new giant industry is evidenced by the fact that the 
| securities of seven radio companies now being traded in on the New York Curb Market 
have advanced from 25% to over 700% above the subscription price to the public. 
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shares, copy of which will be sent on request, together with statistical data on all curb 


radio securities. 
Ask for Bulletin W. 


| ABRAHAMS, HOFFER & CO. | 
| 


Members New York Curb Market 
15 Broad Street New York 


(Telephones Hanover 5273-4-5-6-7) 







































Weekly 
Market Letter 


Comment on the General 
Financial Situation and 
Facts of Interest Regard- 


ing 


LISTED AND UNLISTED 
STOCKS AND SELECTED 
INVESTMENT BONDS 


Copy on request 


Pebey EKirk 


Established 1873 
Members N.Y. Stock Exchange 


25 Broad St., New York 




















Analysis of 
ST. LOUIS, SAN FRANCISCO R. R. 
KANSAS CITY SOUTHERN 
STATISTICAL POSITION OF OIL 


Copy on request 


CARDEN, GREEN & Co. 


Members New York Stock Exchange 
43 Exchange Place New York 






























9% COMPOUNDED 

Semi-Annually 
on investments in monthly payments or 
lump sums; Safety; Real Estate Se- 


curity; Tax Exempt; State Supervision. 
Send for Details. 


Okmulgee Building & Loan Ass’n 


Okmulgee Oklahoma 





















22 Branches in South America 


1 Brench in Mexico 
10 Offices in Spain, France 
and England 


“BANK, LIMITED 


Ne. York Agency, 49 Broadway 
Capital and Reserves Over $60,000,000 





70 When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





IMPORTANT ISSUES 
Quotations as of Recent Date* 


Aeolian Co. pfd. (7).... 73 — 83 
Aeolian Weber ......... 10 — 15 
Aeolian Weber pfd. (7).. 62 — 65 
Allied Packers ......... 6 — 7 
ad a a a 48 — 49 
American Arch (5P).... 95 — 98 
Amer. Book Co. (7)....x109 —112 
Amer. Cyanamid (P).... 90 — 94 
> ae 76 — 78 
Amer. Thread pfd. (5%) 3%— 4 
Atlas Portl. Cement (4).100 —105 
Babcock & Wilcox (7)...132 —135 
Barnhart Bros. & Spindler: ; 
St Fee fF) G...00% x100 —103% 
mee Gee Oe? Gi... 92 —.. 
Borden Co. (8)........- 126 —127% 
(US ere 102 —104 
OS ee 88 — 92 
Pe SEE Kccaseoanwie 108 —.. 
Burden Iron participat. 
RSENS Sa RE 100 —102 
Celluloid Co. (4)........ 57 — 60 
. ae 98 —100 


Congoleum Co. pfd. (7) .100%—102 


Crocker Wheeler ....... 28 — 33 
i, are 14 — 78 
Eisemann Mag. pfd. (7). 40 — 47 
Franklin Rwy. S. ....... 84 — 88 
Ide (Geo. P.) & Co., Inc.. 7 — 10 
eee 713 — 78 
Jos. Dixon Crucible (8)..145 —155 
Ingersoll Rand (8P)....245 —255 
Johns-Manville, Inc. 
PSS ey eae 110 —113 
ia aidan ia ll 20 — 23 
See 47 — 51 
4) 2 ar 82 — 86 
Lehigh Portland Ce- 

0 es 60 — 62% 
MeCall Corp ....scccs 79 — 82 
. |. Fy 120 —. 
National Fuel Gas (5P).110 —112 
Nat’l Licorice Co. (5P).. 70 — 80 

I ti a lig ne 80 — 90 
New Jersey Zinc (8P)...160 —164 
Niles-Bement-Pond ..... 22 — 28 

EE Ce eee. ga — 75 


Phelps-Dodge Corpo- 


———S eee 108 —113 
Pierce, Butler & Pierce 

pre eg kre ace da oa 96 —.. 

Rp: x89 — 92 
Poole Engin’g (Maryland): 

Ss eee eee 15 — 19 

OS Perr re 13 —17 


Purity Baking Co. (3).. 58 — 62 


Richmond Radiator Co... 18 — 21 
Oar 85 — 92 
Royal Bak’g Powder (8).145 —150 
RE 98 %—100 
Safety Car H. & L. (8)..108 —110 
Savannah Sugar (6).... 60 — 65 
. eae 80 — 85 
Sheffield Farms (6)..... 120 —.. 
RES 93 — 96 
Singer Mfg. Co. (7)..... 180 —184 
Singer, Ltd. (England).. 3%— 4% 
Superheater Co. (K)....113 —116 
Technicolor, Inc. ........ 5%— 6% 
Thompson-Starrett (4).. 70 —.. 
United Bakeries ........ 119 —122 
eee: 100 —102 
U. S. Trucking pfd...... 27 —.. 
Victor Talk’g Mach. (8).137 —141 
Ward Baking Pfd....... 93%— 95 
Ward Baking “A”...... 122 —127 
Ward Baking “B”...... 34%— 35% 
White Rock (K)........ 14%— 15% 
ff | ear x73 — 76 
= a 92 — 97 
Yale & Towne (4P)..... 66%— 67% 


*Dividend rates in dollars per share 
designated in parentheses. 

A—In arrears 7%. 

B—Arrears being discharged at rate 
of 7% annually in addition to regular 
dividend rate. 

G—Guaranteed as to principal and 
dividend by Amer. Type Founders. 

K—Dividend rate on this stock not 
established. 

P—Plus Extras. 

x—Ex-Dividend. 





HE Over-the-Counter market was 
strong during the fortnight. Fea- 
tures included Knox Hat 2nd pre- 

ferred, which sold close to $50 per 
share, representing a gain of approxi- 
mately 100% since the issue was rec- 
ommended here August 30th, last. The 
swiftness of the advance may be 
largely attributed to the small floating 
supply, but is little less impressive on 
that account. Singer Manufacturing 
reached 185, a new high on the recent 
movement, and other issues which had 
advanced previously such as McCall 
and White Rock retained their higher 
levels. 

Victor Talking Machine: Official ad- 
vices to THE MAGAZINE OF WALL 
STREET, just received, do not conform 
with the data as to current business 


recently presented elsewhere, in which 
the president of the company was 
quoted as reporting an increase of 
some 48% in production and between 
16-20% in net in the first 6 months of 
this year. President Johnson main- 
tains his reputation for square deal- 
ing by advising that no such statement 
was made, and in view of this develop- 
ment the conclusions presented in the 
analysis of October 11th, insofar as 
they were based upon the reported 
statement, are revised. 

Celluloid Co.: Availability of Cellu- 
loid Co. 8% preferred stock around par 
apparently constitutes a middle-grade 
investment opportunity worthy of con- 
sideration. From all points of view, 
the issue seems entitled to a good rat- 
ing among industrial preferreds, the 
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only warrant for the 8% yield basis 
upon which it is now selling appar- 
ently being the restricted operations 
of the company as compared to pre- 
vious years. 

The company itself is in remarkably 
strong financial position. Without cur- 
rent debt, beyond less than $125,000 
accounts payable, it has quick assets 
of over $7,200,000. Its Depreciation 
Reserve, as of December 31st, totalled 
$4,075,398, while Plants, Real Estate, 
etc., were carried at $8,768,957. A 
value of $105,328 on account of “Pat- 
ents” is the only indication in the bal- 
ance sheet of any allowance for the 
company’s trade possessions, among 
which the sole right to the trade name 
“celluloid” is not exactly to be over- 
looked. 

The company’s plant should be in 
excellent shape, over $3,000,000 having 
been plowed back in the four years 
1920-3. 

The field of the Celluloid Co. is the 
manufacture of celluloid in rods, sheets 
and tubes, also of finished articles and 
the base for photographic films. In 
its field, it has maintained a command- 
ing position for something over half 
a century. The dividend record has 
been good, no year since organization 
having witnessed a non-payment on 
the common stock, and actual pay- 
ments since 1892—when the present 
company was formed—having aver- 
aged over 6%. This record is more 
impressive when it is recalled that a 
financial condition closely approaching 
that now enjoyed has been consistently 
maintained, and that only once—when 
the present preferred was issued for 
plant extension in 1921—has the com- 
pany done any financing. 

The contraction in Celluloid’s recent 
business was indicated by the action 
in the second quarter of this year 
when the common dividend rate was 
reduced from 6% to 4%. As said 
above, this is the only apparent basis 
for the present comparatively low 
price of the preferred. As an offset 
to the business decline, there is the 
fact that the preferred dividend re- 
quirement is only $240,000, comparing 
with gross profits before depreciation 
of more than $970,000 last year; also 
the strong financial position outlined 
above; also, the sinking fund of $150,- 
000 a year, minimum, for the redemp- 
tion of preferred stock; and, finally, 
the recent revitalizing of the company’s 
sales departments. 

As part of an investment program, 
this security’s yield of 8% makes it 
appear quite desirable. It is callable 
at 110. 





An Analysis of the 
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Nation-wide Ownership 


N army of over 340,000 men 
and women scattered through 
out the Union own the stock of 
the American Telephone and 
Telegraph Company. This is evi- 
dence of a very wide-spread con- 
fidence in the company and in 
the Bell System. 


But this is not all. Employees of 
the Bell System at the present 
time have about $60,000,000 in- 
vested in the stock of the American 
Telephone and Telegraph Com- 
pany. Of these, 65,000 now own 
their stock outright and about 
125,000 are in the process of 
acquiring stock by installment 
payments. 
A. T. & T. Co. stock pays 9% dividends. 


It can be purchased in the open market to 
yield over 7%. Write for further information. 
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The Fact--- 


that several thousand sub- 
stantial investors who have 
seen the D & E Review have 
written us, asking to be put 
regularly on the mailing list, 
would seem to indicate that 
this little four-page monthly 
publication is of real value to 
the man interested in stocks 
or bonds. 
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Brokerage 


Service 


Upon request we shall be glad 
to forward you our letter 
which describes in detail the 
various kinds of brokerage 
service rendered by this Or- 
ganization based upon more 
than fifty years’ experience as 
members of the ew York 
Stock Exchange. 
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Members N. Y. Stock Eachange 
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HIGHER-GRADE MUNICIPALS | 
| 
Rate Approximate | 
Interest Maturity Yield 
4% April 1939 3.7 
4. Mch. 15, 1936 4.15 
4% July 1939 4.00 
5 July 3, 1944 4.15 
4% July 1958 4.20 
5% Jan. 1951 4.70 
 erininaae Gis 4% July 18, 1949/24 4.45 
eaae 5 April 1931 4.15 
5% Jan. 1949 4.60 
4), July 1951-61 4.10 
ieee 5 Dec. 1950 4.30 
..Reg'd 4% Jan. 15, 1933 3.90 
Fete oe 1953-61 4.90 
Reg'd. 5 March 1939-42 4.15 
airene Se Aug. 1934-64 4.25 
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4, July 1946 4.35 
5% Oct. 1951 4.55 
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INVESTING THE FUNDS 
OF JOHN D.’S PET PHI- 


LANTHROPY 
(Continued from page 17) 























latest, one perceives that many of the 
original bonds in unchanged amounts 
were on hand at the end of last year. 
Of the 18 original oil stocks only two 
remained without change, the others 
either having been sold or their totals 
increased or decreased. In other words, 
stocks are a much more variable fac- 
ter than bonds as investment media 
and require greater attention. The 
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reader may rightfully regard that ob- 
servation as a truism, which it is. But 
it is one, nevertheless, that many in- 
vestors are apt to forget in making up 
and handling their investment lists. 
The message which this investment 
study of the Rockefeller Foundation 
conveys, in the opinion of the writer, 
is that well selected stocks are much 
better vehicles for investment, even for 
long-time funds, than bonds. Provided 
the investor understands his subject 
and is in a position to keep in touch 
with and correctly analyze the chang- 
ing factors which affect stocks. If the 
buyer is not versed in investment fun- 
damentals and not in a position to re- 
ceive prompt and accurate informa- 
tion, he will do best to put his long- 
time funds in the highest-grade bonds. 
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WHAT DO BONDS OF THE 

LEADING TIRE COMPANIES 
OFFER?P 

(Continued from page 25) 





the fact that the company has not yet 
achieved sufficient stability in earning 
power to justify dividends on the 
former. 

It has, however, made consistent 
progress since the reorganization, 
strengthening its finances and cutting 
down charges ahead of the junior secu- 
rities by gradual retirement of the 8% 
prior preference stock, as well as 
bonds, through sinking-fund opera- 
tions. Earnings available for interest 
charges, even in 1921, show a wide 
margin of safety, averaging slightly 
more than twice requirements on the 
two bond issues in the three years 
elapsed since they were floated. Re- 
sults for 1924 will probably equal this 
average. 

The &s of 1941 are strongly secured, 
comprising a first mortgage on fixed 
assets, being further protected by de- 
posit of subsidiary company stocks. 
Properties of the company which, inci- 
dentally, has a tire-producing capacity 
surpassing that of all other concerns, 
are devoted to production of mechani- 
cal rubber goods, footwear and the like, 
in addition to tire manufacture and 
are valued at a figure nearly double 
the amount of this bond issue. 

The first mortgage bonds are en- 
titled to a good investment rating but 
it would be inadvisable to make com- 
mitments at prices more than frac- 
tionally above 119 (current price is 
around 118) since the issue is redeem- 
able at 120. The current yield of 6.15% 
indicates the company would have no 
difficulty in replacing these bonds with 
an issue bearing a considerably lower 
interest rate. From a strictly invest- 
ment standpoint, the first mortgage 
bonds are to be preferred to the deben- 
ture 8s, which are merely a direct obli- 
gation, since the half per cent higher 
yield afforded by the latter at present 
prices around 107, is more than com- 
pensated for by the greater security 
of principal afforded by the former. 


KELLY-SPRINGFIELD TIRE CO. 
10-Year Gold 8s, 1931 


Last year’s price cuts seriously re- 
duced the earning power of Kelly- 
Springfield and resulted in suspension 
of dividends on the 5.26 million dollars 
of second preferred stock in April of 
the current year, followed by their 
omission on the 2.95 million first pre- 
ferred in June. No dividends have 
been paid on the 227,400 shares of $25 
par value common stock since 1921. 
The most recent tire price reductions 
seem likely to emphasize the specula- 
tive position of all the company’s se- 
curities. 

The only funded debt consists of 
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Advantages of High Yield 
Municipal Bonds 


is the subject of our Circular M.W-204, which also 
lists various issues of States, Cities and Counties 


Exempt from all Federal Income Taxes 


Yielding 4.35% to 5.75% 
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POSITION of stock and leading commodity 
markets analyzed in our current Fortnightly 

Review, including discussion of the Petroleum 

situation. A copy will be mailed on request. 
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464 Points Profit 
in Six Months 


Since Avril 4—in the most difficult and puzzling 
market in a generation—T he Investment and Business 
Forecast has established the remarkable record of 
464 points profit on our trading recommendations 
alone. Profits averaged 5% points per stock—losses, 
134. We obtained such results because of the 
thoroughness of our work and the intentness with 
which we scrutinize every development and analyze 
every factor that influences security values. 


In the next few months unusual opportunities for market 
profit will open up. Regardless of the result of the election, 
money will be made in high-grade securities by those who 
know what stocks to buy or sell. 


The success of The 


The Service Investment and Bus- 
iness Forecast is due 
to the personal direc- 
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4.—The Investment Indicator, showing the in- mented by our or- 
vestment position of leading stocks and Pn eA 
telling you what to do ganization of person- 
Income and Profit Recommendations ally trained experts 
5.—From two to four recommendations each in the various fields 
werk of bonds and high grade preferred ‘“ 
stocks, with possibilities for market profit. of investment and re- 
search. 


Bonds for Income Only 
6.—-Fach week one high grade standard bond is 
recommended for income only 
A Thorough Survey of Industry 


7.—A brief but thorough survey of the various 


Put Your Trading 
and Investing on a 


fields of industry and finance. Business Basis 
Replies by Mail or Wire : 

8.—Prompt replies to eaten — ee Enter your subscrip- 
regarding a reasonable number o istec ° ° 

securities (limited to 12 issues in one com tion today and be in 

munication) -——or the standing of your broker. position to receive 

Summary of Advices by Wire our next wire advis- 
9.—Without additional charge, a summary of . *.: 

regular and special technical advices sent ing you what position 

coilect. by night or day letter or in code. to take, and what ten 

A Special Wire or Letter stocks to buy or sell. 

1).—A special wire or letter when any important Fill out the coupon 
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8.5 million 10-year gold notes, issued 
in 1921 to finance construction of the 
company’s Cumberland plant and to 
maintain working capital after the se- 
vere losses incurred in that year. Al- 
though fixed assets and working capi- 
tal are both greatly in excess of the 
total bond issue, the notes are not se- 
cured by mortgage, Leing no more than 
a direct obligation of the company. 
Hence, their market valuation is very 
largely dependent upon the trend of 
earning power. 

In 1922, earnings were sufficient to 
cover interest requirements nearly five 
times over but operations for the year 
preceding resulted in a loss of $29,182 
before fixed charges and a deficit of 
396 thousand was reported in the 
twelve months following. No figures 
are available on which to base an esti- 
mate of this year’s results but it is evi- 
dent that the earnings record is unsat- 
isfactory and safety of interest pay- 
ments may well be called into question 
if present tendencies of the tire indus- 
try are not corrected. 

The company is required to redeem 
500 thousand dollars principal amount 
of these bonds twice in each year, at 
110—a _ sinking-fund requirement that 
constitutes a heavy drain on working 
capital under existing conditions. These 
bonds must, therefore, be considered 
speculative and the high yield of 8.40% 
at recent prices around 98 should be 
regarded as a mark of uncertainty. 
They are not recommended. 


UNITED STATES RUBBER CO. 


First and Refunding Mortgage 5s, 
1947, and 10-Year Secured 7's, 1930 


Prior to 1921, U. S. Rubber Com- 
pany, whose ramifications are more ex- 
tensive than those of any other com- 
pany in the industry, covering practi- 
cally every kind of rubber manufac- 
ture, in addition to production of the 
raw material on its own plantations in 
the Far East, enjoyed excellent earn- 
ings. During the deflation period, how- 
ever, the company was caught with 
extremely heavy inventories, and the 
bank loans and floating indebtedness 
at that time incurred have yet to be 
reduced to normal proportions. 

Though the company has earned a 
deficit in but one year of the past ten, 
that being in 1921 when a loss of 6.59 
million dollars was shown after pre- 
ferred and common dividends, net in- 
come has not been good enough to per- 
mit material improvement in the com- 
pany’s financial position. Since 1921, 
dividends on the 65.11 million first 8% 
preferred stock, including the first six 
months of the current year, were 
earned by a margin too slender to 
make certain their safety in the event 
of another protracted period of low 
tire prices. Their speculative position 
is indicated by a current yield of 9.3%. 
The common stock, of which there is 
81 million dollars outstanding, is, ob- 
viously, entirely speculative. 

But while these two issues offer no 
appeal at present, the 62.99 millions 
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of first and refunding 5s and 19.62 mil- 
lions of 744% notes are well fortified 
by properties and plants valued at 
181.51 millions—a substantial cover- 
age—and by earnings which, though 
unsatisfactory from a_ stockholder’s 
standpoint, have been good enough to 
meet fixed charges slightly more than 
2% times over in the last two years. 
The 5s of 1947 are secured by a di- 
rect first mortgage on properties owned 
or controlled by the company, while 
the 7%% notes, in effect, constitute an 
equal claim on assets being secured 
by pledge of 24.53 million 6% bonds 
which are identical with the first 5s 
except for the higher coupon rate. 
Both bonds are suitable mediums of 
investment for those who can keep in 
reasonably close touch with develop- 
ments in the tire industry. The 7s, 
selling around 104, yield 6.68%, a 
somewhat. better return. than that 
wailable in the case of the first and 
refunding 5s which yield 6.36% at 84. 
However, the latter are preferable for 
permanent investment because of the 
nearby maturity of the former. 








“THE IDEAL CORPORA- 
TION” 
(Continued from page 14) 











rather than from the other two com- 
panies directly. Perhaps those ques- 
tions and others equally pertinent will 
be answered when Continental’s presi- 
dent is examined January 6 next. 

At all events, Humphreys made a 
contract, backed by the guarantee of 
Sinclair Crude and Prairie, to deliver 
33,333,333 bbls. of oil to Continental 
at $1.50 per barrel. Furthermore, to 
again quote the affidavit: “on the same 
day on which said contract was made, 
Continental by a written contract bear- 
ng that date, resold said 33,333,333 
bbls. of crude oil to Sinclair Crude and 
Prairie jointly, at an advance which, 
y the terms of the contract, was in 
0 case to be less than 25c per barrel 

. that under the terms of the said 
two contracts Continental had no mat- 
ter or thing to perform or do (all of 
ts covenants being assumed by its ven- 
lees, Sinclair Crude and Prairie) save 
and except receiving the payments 
rom its vendees and making the pay- 
ments to its vendors, and taking the 
ofits shown by the difference in the 
price of the two contracts.” (Italics 
ours.) 

Between January 1, 1922, and May 
26, 1923, the affidavit alleges, 8,700,000 
bbls. of oil were delivered under the 
Humphreys-Continental and Continen- 
tal-Prairie and Sinclair Crude con- 
tracts, netting $2,000,000 in profits to 
Continental “on the mere _ technical 
purchase and resale of the oil without 
any responsibility or obligation on the 
part of Continental.” 

On the remaining 25,000,000 bbls. to 
run and deliver, Continental would 
have made a profit of $6,000,000 under 
its contracts, but on May 26, 1923, Con- 
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The People’s Telephone 


The telephone knows no favorites. It does the bidding of 
the country store and of the city bank. It is found in the 
ranch house kitchen and in the drawing-room of the city 
mansion. Its wires penetrate the northern forest, stretch across 
the prairie, are tunneled under city streets. 

The telephone knows no favorites. Its service to all the 
people is of the same high standard—the Bell System standard. 
Twenty-four hours a day it carries the voices of all. For 
the benefit of all, the long-distance circuits are kept in tune. 
Numberless discoveries and improvements developed by the 
Bell System have made the telephone more useful for all the 
people. In America, all can afford the telephone, for Bell 
System service is the cheapest, as well as the best, in the world. 

The telephone knows no favorites. It is not owned in any 
one locality or by any particular group of men. It is owned 
by 350,000 stockholders, who represent a cross-section of the 
thrift of the whole country. The owners of the telephone are 
those it serves. 

In America to-day the 15,000,000 telephones of the Bell 
System contribute to the security, happiness and efficiency of 
all the people. 


AMERICAN TELEPHONE AND TELEGRAPH COMPANY 
AND ASSOCIATED COMPANIES 


BELL SYSTEM 


One Policy, One System, Universal Service 





E extend the facilities of our organization to 
those desiring information or reports on 
companies with which we are identified. 


Electric Bond and Share Company 


(Incorporated in 1905) 
Paid-up Capital and Surplus, $60,000,000 
71 Broadway New York 





























OF THE 
CITY OF NEW YORK 


A Nation- W ide Service 





For more than a century this Bank has 
constantly its facilité and 
extended its banking connections. Be- 
yond the mere question of growth, 
however, has been the tradition of 
an indévidual attention to the re- 
of its correspondents 


Correspondence cordially invited. 











200 Million Dollars Resources 




















$100 BONDS 
Battelle, Ludwig & Co. 


Members New York Stock Exchange 
25 BROAD STREET, NEW YORK 
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Investment 


Securities 
of nationally known 
_ American enterprises 


investment 


service and invite respon- 
sible accounts 


Please mention this Magazine 


DUNHAMs COMPANY 


Investment 
Securities 
43 Exchange Place 


New York 









































Sentinel of Freedom 


I¥ the flag of industrial freedom floats over Los Angeles today, sheltering 
within its shadows the sister communities, the Los Angeles Times is the 


reason. 


It is because this newspaper, invulnerable to intimidation, defiiant 


of dynamite, mindless of murder, has incessantly, indefatigably preached the 
gospel of freedom of contract, the doctrine that the right to buy and sell 
labor is inherent and its exercise not dependent upon the permission of 
any man-made organization and cannot be ethically restricted by the mandate 
of any such organization. Granting the inalienable right of men and women 
to associate themselves together for the advancement of their vocational 
interests, it has unfalteringly upheld the equally inalienable rights of men 


and women to remain unassocia 


4 eases Los Angeles Times is strictly a Southern California institution; 
owned, edited and printed on the spot; all of its supplementaly parts 
and magazines written to meet local conditions. For years it has been the 
largest newspaper in the world, printing vastly more columns of news, 
reading matter and advertising than any other California publication. 


Los Angeles Times 


Eastern Representative: 


WILLIAMS, LAWRENCE & CRESMER CO. 


225 Fifth Avenue, New York 


360 N. Michigan Avenue, Chicago 
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tinental assigned its Humphreys con- 
tract and a similar contract which Con- 
tinental had with the Western Oil 
Fields Corporation, to Sinclair Crude 
and Prairie jointly, for a price of 
$400,000. The Western Oil Fields con- 
tract called for delivery to Continen- 
tal of 3,000,000 bbls. of oil at $1.20 a 
barrel which was resold to Sinclair 
Crude and Prairie at $1.45 a barrel. 
How much of Western oil was deliv- 
ered is not of record but if all was 
delivered Continental netted $750,000 
from this source. 

After the assignments of its Hum- 
phreys and Western Oil contracts, Con- 
tinental went out of business in Jan- 
uary or February of the current year 
and all of its records, books or papers 
were destroyed, the affidavit alleges. 

Here was a company, then, that 
according to the affidavits presented in 
less than three years of corporate ex- 
istence, made a minimum profit of 
$2,400,000 and stood in line at one time 
to make a total profit of $9,150,000. 
And all without doing any substantial 
work or taking any risk! 

The responsible officers of the va- 
rious companies have had ample op- 
portunity to make full explanations, 
but they have said nothing. It may 
be that they are waiting until Mr. 
Osler has had his day in court. 

Fifty per cent of Sinclair Crude is 
owned by Sinclair Consolidated and 
the other 50% by the Standard Oil Co. 
of Indiana. It seems, then, that the 
$2,400,000 which Continental made 
through its purchase contract with 
Humphreys and its sales contract with 
Sinclair Crude and Prairie, came out 
of the pockets directly or indirectly of 
the stockholders of Standard Oil Co. 
of Indiana, Sinclair Consolidated and 
the Prairie Oil & Gas Co. 

There are certain questions which 
those stockholders are entitled to ask 
and to which they are entitled to re- 
ceive an answer. Among them are: 


Who were the incorporators of Conti- 
nental and, if they were acting for 
others, for whom did they act? 

Who were the stockholders of said com- 
pany and were they stockholders in 
their own right or acting for others? 

Why was it necessary for Sinclair 
Crude and Prairie to purchase the 
Humphreys oil at a book profit of 
$8,000,000 from Continental, instead 
of directly from Humphreys? 

Were the Sinclair Consolidated-Prairie- 
Standard of Indiana stockholders 
ever apprised of the contract with 
Continental and the latter’s contract 
with Humphreys? 

Who received the profits made by Con- 
tinental (the Government investi- 


gators allege that former Secretary 
of the Interior Fall received $90,- 
000)? 

If there is a reasonable explanation 
of those questionable contracts why 
have not the proper officers come out 
with a frank and full statement? 


On the face of the statements alleged 
in the affidavit of Messrs, Pomerene 
and Roberts the Continental-Hum- 
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phreys and Continental-Prairie and 
Sinclair Crude contracts appear to be 
as about a flagrant violation of the 
rights of stockholders as has come to 
light within recent years. 

The matter is squarely up to the 
stockholders. They should see that 
preper explanation be made promptly, 
or if such are not forthcoming they 
should take legal steps to inquire into 
the facts. If millions of dollars are im- 
properly diverted from _ stockholders 
and they do not take action to recover 
they have only themselves to blame. 








ROADS WHICH ARE 

EARNING DOUBLE 

THEIR DIVIDENDS OR 
MORE 


(Continued from page 27) 








Reading received a large amount of 
cash and as a result is in an unusually 
strong financial condition. With earn- 
ings at the rate of twice present divi- 
dends, stockholders may look forward 
to a higher return ultimately. The 
stock is a sound railroad investment 
issue. 


7. SOUTHERN RAILWAY. From 
an earnings viewpoint, the present 
dividend on Southern Rwy. common is 
amply protected and higher dividends 
are a possibility. A new element, how- 
ever, has been injected into the situa- 
tion through the suit brought by pre- 
ferred shareholders to recover divi- 
dends earned but unpaid in previous 
years. There are many fine legal 
points involved in this controversy and 
as the ultimate outcome is in doubt it 
is advisable to distribute an _invest- 
ment in the road’s stock equally be- 
tween the preferred and common. 





FIVE DESIRABLE DIVI- 
DEND-PAYING MINING 
STOCKS 
(Continued from page 49) 











that the company will show earnings 
of over $6 a share for the current year. 
Working capital is around 19 millions. 
Selling at 47 and paying dividends at 
the rate of $3 per annum, the return 
is 6.4%. The stock is among the more 
attractive of the metal issues. 


KENNECOTT The Kennecott Cop- 

per Corp. is one of 
the world’s great copper companies. 
Its mines are located in Alaska and 
Chile. Kennecott is one of the low- 
cost producers of copper metal. In 
addition, the corporation controls a 
steamship company operating between 
Puget Sound and Alaska. 

It also owns over 90% of the out- 
standing stock of the Utah Copper 
Company, which is the lowest cost pro- 
ducer of copper in the United States 
and has made an offer to exchange its 


NOVEMBER &, 1924 






























between just an ordinary cigarette 
and—FATIMA, the most skillful’ 
blend in cigarette history. 











Hazeltine Corporation 
Owner of ‘‘Neutrodyne’”’ 


In response to numerous inquiries, 
we have prepared a special letter 
containing a survey of the business 
of the Hazeltine Corporation. 


On request we shall be glad 
to furnish a copy. 


Fosrer,Mc(onnext & (9 


Member of New York Stock Exchange 


14 WALL STREET NEW YORK 


























An Investment that 
Yields a Safe Income 


of over 744% 


Cities Service Preferred Stock 
fully meets the requirements of 
investors who seek a safe and 
adequate income. 

This sound security is a preferred 
issue of one of the largest public 
service organizations in the coun- 
try. Earnings are derived from 
a growing business in necessities 
which are supplied to millions of 
people in 33 states. Net earn- 
ings are about three times as 
much as the amount of Pre- 
ferred dividend requirements. 
Cities Service Preferred Stock 
may be purchased at its present 
price to yield over 74%. 

A monthly payment plan is avail- 
able for investors in this security. 


Send for circular P-18 


SECURI és Ap MENT 
Hen erty 
& Com y 


60 WALL ST. NEW YORK 
Branches in Principal Cities 














PUTS & CALLS 


If stock market traders un- 
derstood the advantage de- 
rived from the use of PUTS 
& CALLS, they would fa- 
miliarize themselves with 
their operation. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unfore- 
seen happenings. 


The risk is limited to the 
cost of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 


Specialists in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 

20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 




















FREE TRAVEL SERVICE 


The best investment our readers can make is in health and 


recreation. 


We have installed a travel bureau for your convenience, and 
will be glad to see that information is forwarded to you on any 


contemplated trip. 


We will act as a clearing house, furnishing sailing dates, cost of 
accommodations, and prospectuses on all lines. We will be 
glad to make reservations, and book passages for our readers | 





on all lines and roads in New York. 


This service is particularly valuable, as it will enable you to secure data on all | 
available lines and to choose the one best suited to your needs. 


Check the data you are interested in: 


© European trips 

© Mediterranean cruises 

© South American trips and cruises 
© Round the World cruises 


© Canadian tours 


TRAVEL DEPARTMENT, 
MAGAZINE OF WALL STREET: 


Please send me, without charge or obligation, the information requested above. 


© Cross-continent tours by rail or 


© Short cruises or trips in America 
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stock of the Utah Corp. 

At present, capitalization consists of 
3,863,769 shares of capital stock of no 
par value. An issue of 15 million dol- 
lars 7% bonds dated 1930 has been 
called for redemption November Ist. 
Kennecott’s income last year was 8 mil- 
lions after depreciation interest, taxes, 
etc., but this did not include income 
of 5.7 millions from the Braden Copper 
Company, which has carried the capi- 
tal account. Based on the corporation’s 
earnings of the various companies 
whose securities it held, actual earn- 
ings last year were equal to about $5 
a share. 

Balance sheet at the end of 1923 
showed working capital of 27.2 mil- 
lions, of which 9.8 millions consisted 
of cash, but, of course, the greater part 
of this cash was used in refunding the 
7% bonds previously mentioned. 

With the favorable outlook for cop- 
per prices, to say nothing of the sav- 
ing of over $1 million interest previ- 
ously paid on the bonds, Kennecott is 
in a position to increase disbursements 
to shareholders whenever the manage- 
ment sees fit to take such action. The 
shares are selling around 46, and pay- 
ing dividends of $3 per annum, return 
6%%. In view of the extent of the 
activities of the corporation and its 
low producing cost, the stock is attrac- 
tive as a speculative holding. 


CERRO Some time ago, there 
DE PASCO was considerable selling 

of Cerro de Pasco com- 
mon stock on announcement that the 
Peruvian Government had ordered cur- 
tailment of the company’s operations 
due to the fumes from its new smelter 
proving injurious to vegetation in the 
surrounding country. Selling was ab- 
sorbed by those who realized that in- 
terruption of production was only a 
temporary matter until such time as 
the necessary facilities could be in- 
stalled to overcome the difficulty, and 
the stock is now again quoted around 
46. Paying $4 per annum, the return 
is under 9% on the investment. 

For a company with the properties and 
prospects of Cerro de Pasco, this return 
is indeed generous. The company’s 
mines in Peru are fully equipped with 
the most modern machinery. Cerro de 
Pasco Railway Co., owned by the min- 
ing company, serves the metal, smelter 
and coal mines in connection with the 
Central Railway of Peru over which 
its product is carried. 

Cerro de Pasco is one of the lowest 
cost producers of copper. Actual pro- 
duction cost cannot be accurately esti- 
mated in view of the fact that the com- 
pany’s ores are very high in silver con- 
tent and there have been times when 
the application of silver proceeds has 
reduced the cost of the copper metal 
to around 5 cents, although this, of 
course, cannot be considered its nor- 
mal production cost. However, income 
last year was 12.4 millions with deduc- 
tions of 9.7 millions. Included in these 
deductions, however, was 6.3 millions 
for depreciation and depletion which, 


shares for the remaining outstanding 
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to a great extent, can be considered 
merely a bookkeeping item. 
Capitalization consists of 1,009,322 
shares of capital stock of no par value. 
An original issue of 8 million dollars 
8% bonds in 1921 has been wiped out 
by either redemption or conversion into 
stock and there is now no funded debt 
outstanding. Working capital at thé 
end of last year 17.5 millions. With 
its ability to meet competition under 
any and all circumstances owing to 
its low cost of production, Cerro can 
very easily maintain dividends now 
being paid on the stock and with the 
outlook for better prices for all metal 
it produces, the shares are selling out 
of line not only with stocks of other 
companies but when the reported dif- 
ficulties in connection with output hav- 
ing been overcome, there is every prob- 
ability that they will give a better 
account of themselves marketwise. 


CHILE The Chile Copper Com- 
COPPER pany’s properties are lo- 
cated in the Republic of 


Chile and comprise probably the 
largest body of copper ore so far de- 
veloped. The company is now con- 
trolled by the Anaconda Copper Min- 
ing Company, which obtained control 
with proceeds of an issue of 150 mil- 
lion dollars of bonds, the purchase be- 
ing advisable owing to Chile’s low cost 
of production, enabling Anaconda to 
average its higher cost of its Montana 
properties and more § satisfactorily 
compete in the world’s markets. 


Chile Copper Company has eutstand- 
ing 35 millions collateral trust con- 
vertible 6s and 109.8 millions capital 
stock, par $25 per share. Last year, 
the company’s net income was 14.7 mil- 
lions after depreciation, taxes, etc., 
equivalent to $3.25 a share on the 
stock. For the first six months of the 
current year, earnings were equivalent 
to $1.22 a share, not quite covering 
dividends for the period. This was 
due to somewhat smaller production 
during the period of low prices. With 
the copper market on basis of current 
levels, the company could very easily 
increase production and show earnings 
more than sufficient to cover the divi- 
dends. It is anticipated improvements 
in the property will shortly be com- 
pleted, enabling an outturn of 20 mil- 
lion pounds of copper a month with a 
reduction in cost to under 8 cents a 
pound delivered to consumer. 


Chile Copper Company stock is sell- 
ing at 32. Paying dividends at the 
rate of $2.65 annually, the return is 
8% on the investment. Not only should 
the company be able to maintain divi- 
dends, but the holder of the stock has 
more or less of a guarantee that dis- 
tributions will be made owing to the 
fact that the Anaconda Copper Min- 
ing Company needs the dividends on 
its holdings to assist in taking care of 
interest charges on their own bond 
issues. As one of the largest and 
lowest cost producers of copper, the 
outlook for the company is bright and 
the stock is not selling out of line at 
present levels. 
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STOCKHOLDERS LISTS 


American—Canadian 


Guaranteed 95% 


67 


W. M. JONES 
Auditors, Inc 


Wall St., N. Y 


-British 


correct 
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Can furnish Stock, Bond and Mortgage 
Buyers in 1,000 companies. Ask for price 
list showing each and amounts in detail. 


A. F. WILLIAMS 


INVESTORS 


166 W. Adams St 


Chicago 











Mailing Lists! Authentic, guaranteed accu- 
Small town country investors, 


rate. 

holders, classifications free. 
order pulling lists brings 
sales. 

Street, Corona, N. 
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Circularizing 


profitable 


cash 


Martinek Company, 2700 Humphrey 
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5,000 names of mail 
List 

$10.00. 
New York, 
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1,000 for 
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than 
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order buyers, male and 
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Printing 





5,000 Hammermill 
10,000 — $24.00; 
100,000—$213.00. 
Envelopes to match, same price. 


$108.00; 


Webb, Salisbury, Md. 


Bond Letterheads, 
25,000 — $56.50; 


$14.00; 
50,000 — 


8%xll 20 Ib. 





William W. 


Your name on twelve Engraved Christmas cards. 


Send 
New York. 


$1.00 to 


Bender, 121 l 


Jniversity 


Place, 














The Opportunity 


Exchange 


enables you to reach an audi- 


ence of one hundred thousand 


business 


men who 


not 


only 


possess the funds to buy your 


service or commodity, but who 


read our publication 


seeking 


investment and business advice. 


As 95% of our subscribers 


were secured through mailing 


efforts, we know our readers 


are mail order buyers. 


Rate per word 10c., mini- 


mum 
must 


ad $2.00. 


accompany 


Checks 


orders. 


Send in your ad today. 


Address Advertising Dept., 
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42 Broadway 


New York City 

















Business Opportunities 


CORPORATION FINANCING 





A responsible New York fir $; in a position 
to secure capital for indust companies seeking 
to expand their business We also specialize in 
reorganizations and financial managem« Submit 
details to receive immediate attent Box 42, 
The Magazine of Wall Street 12 Broadway, 
New York. 





INVESTORS 

Why not invest part of 
new or going businesses where you car 
obtain official connection and reap thx 
benefits? You can be either an active or 
inactive associate and grow with the bus: 
ness, The small business of today will be 
the big business of tomorrow We are ir 
position to furnish interests in many lines 
of industry. 


PERSONAL FINANCE & SERVICE EXCHANGE, Inc. 
141 Broadway, New York 


your capital in 





—— 

The Isthmus of Tehuantepec region, Mexico, 
ollers magnihcent opportunities to the udicious 
investor in lands for agriculture, horticulture, 


and stock raising. This district also considered 
as the Oil Reserve of Mexico. Large and small 
tracts available. Inquiries solicited 


A. J. RIVAS, la. Iturbide. No. 7, Mexico, D. F. 


——— 





“How to Raise Capital’’—Interesting book result 


sales 





twenty years’ experience planning cam- 
paigns and writing investment advertising, free 
to those having meritorious enterprises needing 
capital, Outline your proposition fully. Gard- 
ner Advertising Service, 511 Ridge Arcade, 
Kansas City, Mo 

Capitah—U. S. and Canadian, can be quickly 
reached through brokers, bank managers and 
salesmen. Valuable information upon request. 
Amster Leonard, First Nat'l Bank Bldg., 
Chicago, Ill 


Stocks & Bond Issues Marketed. Reorganiza- 
tions, consolidations. We employ every suc- 





cessful method known in money raising. 
Lebrecht Co., Waco, Texas. 
Charters 





DELAWARE incorporator; charters; fees 
small, forms. Chas. G. Guyer, 90! Orange St., 
Wilmington Del. 


Dividends 





Stewart Warner Speedometer 
Corporation 
DIVIDEND NOTICE 
At a meeting of the Board of Directors held 
October 20th, 1924, a dividend of one dollar and 
twenty-five cents ($1.25) per share was declared 
upon the stock of this corporation payable 
November 15th, 1924, to the holders of said 
stock of record upon the transfer books of this 
corporation on October 31st, 1924 
The stock transfer books will not be closed 
for dividend purposes. 
I. ZUCKER, Secretary 


Chicago, Il. 1924 


PACIFIC GAS AND ELECTRIC CO 
First Preferred Stock Dividend No. 41 
The regular quarterly dividend of $1.50 per 
share upon the preferred capital stock of, this 
Company will be paid on November 15th, 1924, 


20th, 


to shareholders of record at the close of business 
on October 31, 1924. 
A. F. HOCKENBEAMER, 
‘ice-President and Treasure 
San Francisco, California 





CHILE COPPER COMPANY 


The Directors have this day declared a distribu 


tion of 62% cents per share, on the Capital 
stock of the Company, payable December 29, 
1924, to stockholders of record at the close of 
business on December 3, 1024 

Cc. W. WELCH, Secretary 
New York, October 28, 1924 




















A SPECULATIVE INVESTMENT 


eek 0 heel 


Twenty-five hundred dollars or less will buy five of 
these first mortgage five per cent railroad bonds 
of one thousand dollars par value each. For twelve 
years they have failed to pay their coupons, 
due to causes which led up to receivership. 
Because of increasing business derived from 
the transportation of a diversification of 
crops (including the large output of land 
newly planted to tobacco), the Receiver’s 
latest report shows that this railroad, 
now under new management, is earning all 
fixed charges including this issue. It looks 
as if the situation in this respect would con- 
tinue to improve. If the present tentative 
reorganization plan goes through, these 
first mortgage bonds will get one thousand dollars 
in a general mortgage six percent bond; five 
hundred dollars back interest in a preferred stock 
and twenty-five dollars interest on interest in a com- 
mon stock. If such a reorganization plan, 
or something like it, does not go through; 
or if one of four trunk lines, mentioned in 
this connection, does not act as purchaser or 
guarantor, it will be due to the fact that this 
railroad is sufficient to itself. In any event, 
conditions seem to assure an appreciation in 
market value not only for these first mort- 
gage bonds but also for the securities 
exchangeable against them on a reorgani- 
zation. The group which sponsors this 
situation handled a similar railroad reor- 
ganization in 1923. The securities analo- 
gous to these, appreciated to their present 
price on the New York Stock Exchange 
which represents a rise of over sixty-five points 
from their low. If an investor, speculatively inclined 
to the extent indicated, will buy only as 
many of these bonds as he can comfortably 
pay for, and will stick them away for six months 
or a year, he will in the meantime have 
apparent safety of principal with a possi- 
bility of enhancement which would provide 
him with a liberal interest return for a period 
of waiting,—and a considerable speculative profit 
in addition. A temperate description of 
this opportunity will be forwarded upon 
request. Address X. Y. Z., care of the 
Rudolch Guenther — Russell Law, Inc., 
Financial Advertising Agency, 131 Cedar 
Street, New York City. 














ANSWERS TO INQUIRIES 
(Continued from page 60) 








INTERNATIONAL COMBUS- 
TION ENGINEERING 


A Growing Business 


I have been told that International Combus- 
tion Engineering is building up a very good 
business in fuel saving devices and that the 
company has a future. Would like you to 
give me a little information about the com- 

my and your opinion of its stock.—A. M. 

-» Scranton, Pa. 

International Combustion Engineering 
is engaged in the business of manufactur- 
ing and selling automatic stokers and ac- 
cessories and fuel burning and heating 
devices of all kinds. The company has 
perfected what is known as Lopulpo sys- 
tem for burning coal in pulverized form 
By the use of pulverized coal the fuel 
cost to industrial and power plants em- 
ploying this system is substantially re- 
duced. Recently the U. 3. Patent Office 
rendered a decision in favor of the com- 
pany involving basic features of pulver- 
ized fuel combustion. This places the 
company in a strong position in this in- 
dustry. While the company only covered 
its $2 dividend rate with a small margin 
in 1923, orders are on a much larger scale 
this year and earnings have improved. 
Recent formation of subsidiaries to de- 
velop the foreign field should further in- 
crease business. The company is in an 
excellent field for future expansion and 
we consider the stock to have attractive 
long-pull possibilities. 





IN THE NEXT 
ISSUE— 


—NOVEMBER 22d. 


AFTER-EFFECTS OF ELEC- 
TION ON BUSINESS 


T HE question that business men 

and investors are going to 
ask is: Now that the elections are 
over, what will the effects be on 
business and securities? We have 
been gathering a great deal of 
data bearing directly on the sub- 
ject and the results will be pub- 
lished in a forecast of particular 
importance at this time. You 
should not miss this valuable 
analysis. 
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Thermiodyne Radio Corporation 
No Par Value Capital Stock 






No Bonds or Preferred Stock Authorized 


HISTORY AND BUSINESS: The Thermiodyne Radio Corporation is be- 





ing organized under the laws of Delaware to 


acquire the assets and the business of the Shepard-Potter Co., Inc., of Platts- 
burgh, N. Y. This predecessor corporation was organized in February, 1924, 
to manufacture radio apparatus. 


The Thermiodyne Radio Corporation manufactures radio receiving sets 


with a single control dial plainly graduated 


in wave lengths, and so 


designed that any station desired may be obtained instantly. 


SALES: Manufacturing facilities at present are able to take care of but 





a small portion of the orders received. Orders now on hand and 


tendered subject to our acceptance are sufficient to assure the production of 
over 500 sets a day for the whole of 1925, including the summer months 


period. 


Application will be made to list this stock on the New York Curb Market. 
THIS STOCK IS OFFERED AS A SPECULATION 


Price on Application 
Circular on Request 


H. D. WILLIAMS & Co. 


120 Broadway 


Members New York Stock Exchange 


New York 














The books, booklets, circulars and spec 
with the utmost care by invest th of the highest standing. 


KEEP POSTED 


jal letters listed below have been prepared 








They will be sent 


free on request, direct from the issuing house. Ask for them by number. 


We urge our readers to take full advantage of this service. 
Department, Magazine of Wall Street, 42 Broadway, New York City. 


Address, Keep Posted 





THE STORY OF THE STRAUS 
PLAN 


This booklet explains why this large 
first mortgage real estate bond firm 
can truthfully say that they have sold 
these securities for forty-two years 
without loss to any investor. (217) 


ODD LOTS 


A well known New York Stock Ex- 
change firm has ready for free dis- 
tribution a booklet which explains 
the many advantages that trading in 
odd lots offers to both small and 
large investors. (225) 


AN UNUSUAL REFERENCE 
RECORD FOR INVESTORS AND 
TRADERS 


IHustrated circular and samples of 
sheets used in superior loose-leaf sys- 
tem of eleven forms and monthly in- 
dex, 734”x5”". (260) 


CREATING GOOD INVESTMENTS 


If you are seeking a thoroughly safe- 
guarded 7% Southern Real Estate 
Trust Mortgage Bond investment, 
send for this interesting booklet. 
(264) 


A QUESTION ANSWERED 

An extremely interesting illustrated 
booklet explaining how a stock ex- 
change firm handles out of town busi- 
ness. It shows how orders are treated 
from the time the letter arrives to the 
final placing of the certificates pur- 
chased. (278) 


THE THRESHOLD OF PROS- 

PERITY 
An interesting book outlining a prac- 
tical method for getting ahead, de- 
scribing an interesting form of bond 
investments. Written in clear, non- 
technical language, and contents can 
be absorbed in 10 minutes. (285) 


REMARKABLE ADVANCES IN 

RADIO SECURITIES 
An interesting comparison of all of 
the recent radio stocks to be listed on 
the N. Y. Curb market, showing their 
subscription price, highest point reach- 
ed, and present market. All security 
buyers should send for this unusual 
chart. (296) 

HOW TO JUDGE SOUTHERN 

MORTGAGE BONDS 
This free booklet contains the net of 
this old-established Company's ex- 
perience in the First Mortgage In- 
vestment Field in the South. Ask 
for (302). 








THE INCREASING SAFETY OF 
FIRST MORTGAGE BONDS 
Do the bonds you buy increase in 
safety year by year? The bonds de- 
scribed in the above booklet actually 
become safer each year. Send for 
your free copy. (304) 


THE PRUDENCE PARTIAL 

PAYMENT PLAN 
An interesting booklet describing how 
guaranteed first mortgage Prudence 
Bonds may be purchased in small 
installments. Special features of the 
booklet are the chart which shows 
how money grows and the fact that 
the partial payments draw 54%4% in- 
terest. (316) 


BUILD YOUR INCOME ON 
PROSPERITY’S PATH 
A most unusual booklet describing the 
business situation in Miami, Fla., the 
fastest growing city in the U. S., and 
the opportunity to secure safety and 
higher income from its real estate 


bonds. (325) 
THE FORMULA OF SAFETY 


The salient features of this Formula of 
Safety as developed by an old estab- 
lished Bond and Mortgage House, are 
here set out for investors who would 
think before, rather than after, placing 
their funds. Ask for (327). 
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ABSTRACT OF SERVICES 


Issued By 


The Richard D. Wyckoff Analytical Staff, Inc. 











Name of Service 
and Cost 


Nature of It 


| Method of 
Operation 


Approximate 
Duration of 
Each Operation 


Working Fund 
or Capital 
Required 


Forms of Com- 
munications 
When Sent 


Profits Derived 
Through | 





The Investors’ 
Advisory Board 


Conservative In- 
vestment Only 


EZ 


See 


Advertisement on 


Page 55 “@@ 





The Richard 
D. Wyckoff An- 
alytical Staff 
2. Cost $500 Per 

Year. 
Payable $125 
Quarterly in ad- 
vance. 


The T*end 
Trading Service 
3. Cost $500 Per 

Year. 
Payable $125 
Quarterly in ad- 
vance. 





Speculative In- 
vestments 
Initial analysis of 
client’s holdings 
and market posi- 
tion and recom- 
mendations there- 
on. Continuous 
supervision and 
recommendations 

thereafter. 


(A) Standard 
Plan (fixed) 
10 Dividend pay- 
ing stocks — pur- 
chased on 50% 
marginal basis. 
(B) Supplemen- 
tary Plan (op- 
tional) (more 
speculative) 

5 stocks dividend 
| or non-dividend 
paying, purchased 
}on 50% marginal 

basis. 





| 


(A) During ap- 
preciation period. 
Weeks or months 
depending on ac- 
tion of Market. 


(B) Until antici- 
pated early divi- 
dends are de- 
clared or Market 
action of indi- 
vidual stock de- 
velops. Weeks 
or months. 


Operations based 
on minimum fund 
of $10,000. 
(A) 80% or 
$8,000 
(B) 20% or 
000 


-) 


(A) Personal let- 


(A) Income and 
ters—wires if 


appreciation. 


(B) Switches "°Cess4'y- 

and replace-| (B) Monthly and 
ments. |at justified in- 
tervals on spe- 

icial .develop- 
ments in Mar- 
ket. 


Important turn- 
ing points in 
trend of market. 
(Long and short 
positions. }) 





Speculation Only 
(ActiveTrading) 


Initial analysis of 
client's holdings 
and market posi- 
tion and recom- 
mendations per- 
taining thereto. No 
further analysis. 
Periodic 
mendations. 


recom- 


Active Market 
Trading in 3-6 
listed stocks. 








Until Market ac. 
tion of individua) 
stocks occur. 
Two or Three 
Days to Two or 
Three Weeks. 





Suggested mini- 
mum Trading 
Fund $2,000. 





} 
| 


| and out. 


Technical Mar- 
ket action of in- 
dividual _ stocks. 
Quick turns in 


(A) Wire only 
or phone if local. 


(B) Average of 
Two wires week- 
ly depending on 


(Long and short | action of Market. 


positions. ) 





THE RICHARD D. WYCKOFF ANALYTICAL STAFF, INC., 


42 Broadwa 


Send me detailed information relative to: 
Trend Trading Service 2. 


y. New York City. 


Investors’ Advisory Board © The Richard D. Wyckoff Analytical Staff © The 
(Check box alongside of service in which you are interested.) 























These children are being 
cured of tuberculosis at 
Perrysburg, New York, by 
fresh air and sunlight. 


Have you tuberculosis? Wait! 


CIENCE has discovered that the germs of tuberculosis enter the bodies 
people during childhood. You are probably already infected. You 


Are you sure 


of seven out of every ten 
are in no danger from 


STAMP OUT 
TUBERCULOSIS 
WITH 
CHRISTMAS 
SEALS 





? 


° 


tuberculosis so long as you keep well and strong enough to resist the attack of the germs. 


There is an organized war against tuberculosis, carried on by the 


Tuberculosis Associations. 


Its object is to keep you strong and well, and to stamp out the disease so that others will not be 


infected. This war is financed by the annual sale of Christmas Seals. 
Christmas Seals save the lives of nearly 100,000 people every year. 

been the means of saving yours. Help in this work. 

yourself, but you help others not to fortunate. 


Buy Christmas Seals. 
Buy Christmas Seals and buy as many as you can. 


Indirectly they may have 
You not only protect 


The National, State, and Local Guberculosis Associations of the United States 
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